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FRIDAY, JULY 24, 1959 


U.S. SENATE, 
ComMitres on Post Orrice anp Crvit SERVICE, 
SUBCOMMITTEE ON Post OFFICE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:30 a.m., in room 
6202, New Senate Office Building, Hon. A. S. Mike Monroney (chair- 
man of the subcommittee) presiding. 

Present: Senators Monroney, Carlson, and Jordan. 

Also present: H. W. Brawley, executive director; J. Don Kerlin 
— staff director; and Frank A. Paschal, professional staff 
member. 

Senator Monrongy. The Post Office Subcommittee of the Post 
Office and Civil Service Committee will be in session. 

We have been called into session this morning to hear testimony 
from officials of the Post Office Department on S. 2402, a bill to 
clarify the authority of the Postmaster General to make greater 
use of air transportation to provide for the more expeditious, efficient, 
and economical movement of mail. 

As chairman of this subcommittee, I introduced this bill on July 
16 at the request of the Post Office Department. 

I believe the enactment of this bill will represent a tremendous step 
forward in achieving a faster and more efficient postal system for 
the people of the United States. 

The use of air transportation for ordinary mail is a field in which 
we have lagged far behind many other countries. This step is recom- 
mended by the Post Office Department after a lengthy period of 
experiment which has completely satisfied them as to the advantages 
which air transportation holds. It should be emphasized that the 
bill does not contemplate abandonment of surface transportation. In 
my discussion with the representatives of the Post Office Department, 
they have assured me that its economic impact on surface transporta- 
tion would be very limited. Rather, this bill recognizes that with the 
—s number of passenger trains which have been discontinued 
it is absolutely necessary that resort be made to other forms of 
transportation if we are to avoid serious inconvenience and delays 
in the delivery of mail. 

I think the Post Office Department deserves the gratitude and 
support of the American people for advocating this new program 
for faster and more efficient mail service. I will state frankly that 
I am not completely satisfied as to the wisdom of certain technical 
[ohana in the bill as recommended by the Post Office Department. 

owever, I am certain that in the course of hearings beginning this 
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morning there will be ample opportunity for all interested persons 
and Government departments and agencies to comment frankly on 
particular provisions and to suggest possible improvements. 

I wish now to insert in the record the letter addressed to the Presi- 
dent of the Senate from the Postmaster General requesting this 
legislation and also a copy of the bill, S. 2402. 

(The letter and the bal. 


are as follows :) 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D.C., July 16, 1959. 
THE PRESIDENT OF THE SENATE, 
U.S. Senate, Washington, D.C. 


Dear Mr. PRESIDENT: There is transmitted herewith for consideration by the 
Congress, proposed legislation to clarify the authority of the Postmaster Gen- 
eral to provide for the expeditious, efficient, and economical transportation of 
mail, and for other purposes. 

The general purpose of the proposed legislation is to clarify existing law with 
respect to the authority of the Postmaster General to use air carriers for the 
transportation of any class of mail in appropriate circumstances. Specifically, 
the purposes of the proposed legislation are as follows: (1) to enable the Post- 
master General to use air carriers authorized by the Civil Aeronautics Board 
for the transportation of all classes of mail when he finds it to be in the public 
interest because of the nature of the terrain or the impracticability or inade 
quacy of surface transportation, (2) to authorize the Postmaster General to 
require such air carriers to transport mail at rates of compensation fixed by the 
Civil Aeronautics Board, (3) to permit the Postmaster General to contract with 
authorized air carriers for the transportation of all classes of mail, except air- 
mail and air parcel post which the air carriers will continue to transport only 
at rates fixed by the Civil Aeronautics Board, and (4) to provide that no con- 
tract may be renewed if the Civil Aeronautics Board concludes that the rate 
specified therein is unfair or unreasonable and not in the public interest. 

The urgent need for this legislation is shown by the fact that the Post Office 
Department is confronted with a serious mail transportation problem resulting 
from the rapidly changing pattern of our national transportation system. In 
recent years, changes in passenger travel have been revolutionary. Railroads 
have been compelled to curtail drastically their passenger train service. Thou- 
sands of mail carrying passenger trains have been discontinued and services to 
thousands of communities has been eliminated entirely. About 30 years ago, 
approximately 10,000 such trains were used for the movement of mail. How- 
ever, today there are only about 2,200. Frequently the remaining schedules 
are fixed at hours attractive to passengers, and are unsuitable for mail. This 
curtailment of service has substantially reduced the effectiveness of railway 
post office services for timesaving en route distribution of first-class and other 
preferential mail. 

There is every indication that this trend will continue. Last year 243 mail- 
carrying trains, or about one each working day, were discontinued. On May 
18, 1959, after 3 years of investigation, the Interstate Commerce Commission 
recommended that the railroads develop “plans for reconstituting passenger 
service into a less extensive network.” Implicit in the Commission’s recom- 
mendations is the further reduction of passenger train schedules. 

These changes are occurring at a time when population and industrial activity 
has been expanding at a rapid rate and shifting to new locations. Since 1940, 
mail volume has increased by 32.4 billion pieces, which represents an increase of 
117 percent. Demands upon our intercity mail service are far greater than 
ever before, taxing its present capabilities to the point where deterioration of 
service to the public is inevitable, especially for letter mail, unless measures 
are taken immediately to substitute equal or better transportation in lieu of the 
rapidly disappearing rail transportation service. 

As one step toward a solution of this pressing transportation problem, in 
1953, the Post Office Department inaugurated an experimental airlift for regular 
first-class mail, testing its practicability as a means for improving intercity 
service. This is now operated on three principal segments, namely, east and 
west, between New York, Washington and Chicago; north and south between 
New York, Washington, Chicago and Florida points, and on the west coast 
where an area operation serves both large and small cities in California, Oregon 
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and Washington. A comparatively minor airlift operation is conducted over 
selected segments of local service air carriers throughout the country. Although 
this experimental operation over selected segments has improved service, its 
extension to other segments is impracticable unless the authority of the Post- 
master General with respect to use of air transportation is clarified. Moreover, 
the trunkline air carriers as a whole have indicated unwillingness to have the 
operation expanded under prevailing rates and conditions. 

Other measures have been taken to alleviate the critical situation in postal 
transportation. Substitute highway services have replaced, in part, the lost rail 
schedules. We find however, that this does not fill the gap. Trucks and buses, 
while adequate for shorter haul, cannot meet the required postal schedules for 
long-haul movements of first-class mail. Nor do highway post offices match the 
capacity of railway post offices in speed and volume of en route distribution of 
letter mail for long distance movements. 

Under these circumstances, if the Department is to maintain a dependable 
intercity mail service for first class and other preferential mail, the only 
solution lies in appropriate use of air transportation. Moreover, there are 
situations where, because of special circumstances, its use for other classes of 
mail is justified. 

In order that the Postmaster General may have clear authority to make 
appropriate use of authorized air carriers for the transportation of other 
classes of mail in addition to airmail and air parcel post, the Post Office Depart- 
ment proposes to amend the so-called Air Star Route law. (Act of April 15, 
1938, as amended, 39 U.S.C. 470.) 

The Railway Mail Pay Act, and related statutes empower the Interstate 
Commerce Commission to prescribe fair and reasonable rates of compensation 
for the transportation of mail by railroad, and also permit voluntary contracts 
between the Postmaster General and railroads for service under conditions and 
at rates which differ from those prescribed by the Commission. Existing laws 
applicable to air transportation of mail do not permit contracting for service, 
except in the rare and unusual instances of emergency, or between points where 
no regular air carrier service has been authorized by the Civil Aeronautics 
Board. 

The proposed legislation would permit the Post Office Department to secure 
voluntary agreements with air carriers for the transportation of any class 
of mail, except air mail and air parcel post, concerning desirable, timely and 
necessary adjustments in rates, conditions of service, methods of payment, 
equalization of mileages, inter-line arrangements and other conditions, without 
the requirement of costly, time-consuming mail rate proceedings in each case. 
It should be emphasized that the authority now vested in the Civil Aeronautics 
Board to prescribe rates for the transportation of priority air mail and air 
parcel post would not be affected by the proposed legislation. 

The Post Office Department is of the opinion that its authority to contract 
for transportation of mail by air carrier should be the same as is provided by 
law for the transportation of mail by railroad, and no less restricted than the 
contract authority of the Department of Defense. Nevertheless, the Post Office 
Department has inserted a provision in subsection (e) that no contract with an 
air carrier may be renewed if the Civil Aeronautics Board concludes that the 
rate specified therein is unfair or unreasonable and not in the public interest. 

In submitting the proposed legislation, the Post Office Department is fully 
aware of the view of the Senate Committee on Appropriations with respect to 
air carrier subsidies as expressed in its report on appropriations for the Civil 
Aeronautics Board. (Senate Report No. 423, H.R. 7040, 86th Cong.) The 
committee stated : 

“The committee shares the concern which has been expressed over the in- 
creased amount which is estimated to be required for subsidies to local service 
and helicopter service airlines. The committee believes that the amount of such 
subsidy can be reduced by a cooperative effort between the Civil Aeronautics 
Board and the Post Office Department to increase the volume of nonpriority 
mail being transported by such carriers. These carriers have unused capacity 
which would permit them to handle substantially greater volumes of such mail. 
Their use for this purpose would susbtantially reduce the subsidy requirements 
for this group of carriers without significant increase in the cost to the Post 
Office Department of transporting the mail involved. In many instances it 
would also provide a substantial improvement in postal service. * * *” 













4 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 






It is the view of the Post Office Department that the new sources of mail 
traffic which will become available if the proposed legislation is enacted will 
effectively serve to decrease the subsidy requirements of carriers such as the 
local service air carriers. 

The proposed legislation would merely extend a concept already established 
by Congress in the air star route law, and the railway mail statutes, which have 
proved effective. Under the proposed legislation the Postmaster General would 
be relieved of the restrictive conditions surrounding the present experimental 
operations for the transportation of first class mail by air. 

The House Committee on Post Office and Civil Service has expressed concern 
with the experimental airlift program as presently operated (Report No. 524 
on H.R. 5836, June 3, 1957, 85th Cong.), and has indicated on occasion that if 
such a program is to continue it should be based on substantive law. The 
proposed legislation would implement the recommendations of this committee. 

The Post Office Department believes the legislation proposed is required in 
the interest of maintaining and extending an efficient and economical postal 
service for the American public. It is apparent that the need for such legislation 
is urgent at this time. Accordingly, its early enactment is respectfully 
requested. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this legislative proposal to the Congress. 

Sincerely yours, 
ARTHUR E. SUMMERFIELD, 
Postmaster General. 


[S. 2402, 86th Cong., 1st sess. ]; 


A BILL To clarify the authority of the Postmaster General to provide for the expeditious, 
efficient, and economical transportation of mail, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 6 of the Act of April 15, 1938 
(52 Stat. 219), as amended by the Act of August 30, 1949 (63 Stat. 680), and 
thereafter further amended (39 U.S.C. 470), is amended by the addition of new 
subsections (c), (d), and (e), reading as follows: 

“(e@) Whenever the Postmaster General shall find it to be in the public interest, 
because of the nature of the terrain, or the impracticability or inadequacy of sur- 
face transportation, and where the cost thereof is reasonably compatible with the 
service to be provided, he may provide for the transportation of any or all classes 
of mail by any air carrier, as defined in the Federal Aviation Act of 1958, over 
the route and between points between which such air carrier has been authorized 
by the Civil Aeronautics Board under title IV of such Act to engage in the trans- 
portation of mail by aircraft, under such conditions with respect to service, not 
inconsistent with the Federal Aviation Act or regulations issued thereunder, 
as the Postmaster General may prescribe. 

“(d) Whenever required by the Postmaster General, any such air carrier, as 
defined in subsection (c) hereof, shall transport, within the limits of the author- 
ity of such air carrier, in addition to mail on which airmail or air parcel post 
postage has been paid, any other classes of mail bearing the appropriate postage 
for its respective class, and the Postmaster General is authorized to require such 
transportation. The rates of compensation to be paid such carrier by the Post- 
master General for the transportation of mail, under such conditions with re- 
spect to service as may be prescribed by the Postmaster General, shall be fixed by 
the Civil Aeronautics Board in accordance with the provisions of the Federal 
Aviation Act of 1958. 

“(e) The Postmaster General and any such air carrier, as defined in sub- 
section (c) hereof, may, within the limits of the authority of such air carrier, 
enter into contracts for the transportation by aircraft of any and all classes of 
mail for terms of not more than two years, except airmail and air parcel post, 
at rates other than the rates established by the Civil Aeronautics Board under 
subsection (d) of this section. The Postmaster General shall consult with the 
Civil Aeronautics Board before he enters into a contract authorized by this sub- 
section. No contract entered into under the authority of this subsection may be 
renewed by the Postmaster General if the Civil Aeronautics Board upon review 
of the contract concludes that the rate specified therein is unfair or unreasonable 
and contrary to the public interest. 
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“Advertising for bids shall not be required in connection with the procurement 
of such mail transportation services when such services can be procured from 
any air carrier lawfully operating in the territory where such services are to be 
performed.” 

Senator Monroney. Our first witness this morning is Hon. Arthur 
E. Summerfield, Postmaster General of the United States, who is 
accompanied by the Assistant Postmaster General for Transportation, 
Mr. George Moore. 

Following the presentation of their testimony, we expect to hear 
from the Civil Aeronautics Board. Mr. Chan Gurney, Acting Chair- 
man, will present their statement. Later we hope to hear from the 
Washington representative of the Association of Local Transport 
Airlines, Mr. Joseph P. Adams, for a statement of the position of 
these feeder lines. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES; ACCOMPANIED BY GEORGE 
M. MOORE, ACTING ASSISTANT POSTMASTER GENERAL FOR 
TRANSPORTATION; EDSON 0. SESSIONS, DEPUTY POSTMASTER 
GENERAL; AND HERBERT B. WARBURTON, GENERAL COUNSEL, 
POST OFFICE DEPARTMENT 


Senator Monroney. We are happy to have you before us, Mr. 
Summerfield. We appreciate the long period of study you have given 
to this vital matter of the faster movement of our ordinary mail. 
You may proceed in your own way to inform the committee on the 
attitude of the Post Office Department in this matter. 

Mr. SummerrieLp. Thank you, Mr. Chairman and members of the 
subcommittee. The Post Office Department is very happy to appear 
before your distinguished committee this morning on behalf of S. 2402, 
which we believe will materially improve the mail service of this 
country upon its enactment. 

I would like first, Mr. Chairman, to read my prepared statement. 
At the conclusion of my own statement, the Deputy Postmaster 
General, Mr. Sessions, would like to also put into the record a brief 
statement, to be followed by the Assistant Postmaster General in 
charge of transportation, Mr. George Moore. 

During the course of the presentation of my statement, a member of 
my staff will show the members of the committee a number of charts 
which will amplify to a degree some of the statements that I am mak- 
ing in my prepared statement. 

I am grateful for this opportunity to appear before your sub- 
committee in support of the bill, S. 2402, introduced by the distin- 
guished chairman of this subcommittee, Senator Monroney, to clarify 
the authority of the Postmaster General to provide for the expeditious, 
efficient, and economical transportation of mail. 

This legislation is urgently needed. Without it, the Post Office 
Department will be unable to cope with a critical situation which is 
developing with respect to the movement of mail, particularly first- 
class mail. 

Our problem grows out of the very progress of our Nation—the 
increase in our population, the growth of our economy, and the evolu- 
tion of our national transportation pattern. 
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The postal transportation system is complex. We have approxi- 
mately 36,000 post offices between which we must be prepared to move 
mail every day of the year and move it promptly. Flowing in our 
intercity stream daily are 66 million pieces of first-class mail alone, 
We aa it preferential mail and, traditionally, it has always been 
handled that way. 

The Postal Policy Act of 1958 stated that “the acceptance, trans- 
portation, and delivery of first-class mail constitutes a preferred serv- 
1ce of the postal establishment.” Airmail and air parcel post, for 
which higher rates are charged, receive the highest priority throughout 
the service, in dispatch, transportation, distribution, and delivery. 

Our postal operation must be designed to move preferential mail 
- _— as possible. Even under the best conditions this is no easy 


For the last century, postal xmapertatien has been geared to rail- 
way passenger trains as the principal artery for mail movement. And, 
with their vast network of operations throughout the count, the rail- 
roads will, in the foreseeable future, continue to provide the basic 
means for moving the great mass of our nonlocal mail. 

However, a very serious problem has developed within the last few 
years in the movement of first-class mail. In the past we have relied 
upon the speed and frequency of passenger train schedules for de- 

endable transportation, and for the timesaving en route distribution 
in railway post office cars. 

But as we know there has been a drastic change in the pattern of 
passenger traffic, temporarily halted during the war, but again accel- 
erated during the past 10 years. Until the 1930’s intercity transpor- 
tation of passenger and mail was accomplished principally by the 
railroads. Train service was frequent on main trunklines and good 
service was also provided on branch and local lines. 

In 1920, for example, rail transportation provided 80 percent of 
intercity passenger mileage. By 1949, the railroads accounted for 
only 8 percent of intercity passenger mileage, which by 1957 had 
further declined to only 3.7 percent of total passenger mileage. 

During the period between 1920 and 1959 thousands of passenger 
trains were discontinued and service to thousands of communities 
eliminated. 

Gradual at first, the trend of discontinuance has reached wholesale 
proportions in the past few years. In 1958 alone, 243 mail-carrying 

assenger trains were disccntinued. Aggravating the problem is the 

act that some remaining service is scheduled at hours attractive to 
ee but poor for mail. Effectiveness of railway post offices 

as been substantially reduced because of the diminishing number of 
suitable schedules. 

You can visualize the chaotic condition this has created in the trans- 
portation of first-class mail at a time when we are literally bursting at 
the seams with a far greater volume than ever before, generated by 
population increases, industrial expansion, and the growth of new 
communities many of which are not on rail lines. 

Since 1940 annual mail volume has increased by 32.4 billion pieces. 
There is every reason to believe that this trend will continue. There 
is every indication also that the trend in the decline of passenger train 
service will continue. 
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After a 3-year investigation of the manner and method in which 
railroads conduct their passenger business, the Interstate Commerce 
Commission on May 18, 1959, recommended that the railroads develop 
“plans for reconstituting passenger train service into a less extensive 
network.” If railroads heed the Commission’s advice, further reduc- 
tion of passenger train schedules is inevitable, and perhaps at an even 
greater pace under new procedures begun last year, which reduces 
the time involved in processing abandonment cases before regulatory 
bodies. 

Several steps have been taken by the Post Office Department in an 
effort to solve this problem. Substitute highway services have been 
established to re ae lost rail schedules. We find, however, 
that these cannot fill the gap. Trucks and buses, while adequate for 
short haul, cannot move fast enough for long haul of first-class mail. 
Nor do highway post offices match the capability of railway post 
offices in speed iy volume of en route distribution of mail for 
long-distance movements. 

Between certain points, railroads have cooperated in providing 
nonpassenger trains operated ae for mail and express on 
suitable schedules. These are extremely limited in number, however, 
for they are economically feasible only over those few segments where 
the combined volume of mail and express is sufficient to warrant a 
full train. 

To improve deliveries in metropolitan areas, some of which include 
an entire State, we have developed and applied successfully a new 
concept called the metropolitan area plan. New methods of distribu- 
tion and dispatch coordinated with precise scheduling of transporta- 
tion were adopted. By a system of direct exchanges, the flow of 
mail bypasses the congested central city post office. Next day delivery 
of practically all letter mail moving between the hundreds of com- 
munities located within approximately 150 miles of the central city 
can be made if deposited for mailing by 5 p.m. 

While the metropolitan area plan is a notable achievement in im- 
proving deliveries of first-class mail within the area, there remains 
the problem of an equally high standard of service for the large 
volume moving between these major population centers. 

This situation was becoming serious as early as 1953, and at that 
time we began to conduct an experimental operation in the use of 
air transportation for regular first-class mail. Our purpose was to 
gain experience as a basis for future plans for a better service at a 
cost comparable to the cost of surface transportation, and to prevent 
further deterioration of the mail service as more passenger trains 
were discontinued. 

Three types of operations were selected for the experiment. A 
heavy volume segment where the flow of mail is steady, and several 
air carriers are operating. New York, Washington, and Chicago were 
selected for airlift of first-class mail on a space-available basis at spe- 
cial rates prescribed by the Civil Aeronautics Board. The operation 
began in October 1953. 

second operation embracing movements North and South, in which 
heavy seasonal variations existed was begun in February 1954, be- 
tween Florida and New York/Washington and Chicago. 
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A third operation serving many large and small cities in a populous, 
rapidly growing sizable geographical area, and requiring the coor- 
dinated use of trucks, buses, trains, and aircraft, was inaugurated on 
the west coast in November 1954. This operation was designed to solve 
the problems involved in making peripheral distribution, and in co- 
ordinating the use of various forms of transportation between major 
terminals and secondary distribution points. 

The rates paid the airlines for these experimental operations in 
which first-class mail is transported on a space-available basis, average 
about 19 cents per ton-mile, as compared to a domestic average of 
about 40 cents per ton-mile for airmail. 

Those are the principal experimental operations. Some airlift mail 
on a very limited scale moves over selected segments of local service 
air carriers. 

While the general character of the major experimental operation 
has not been altered, changes have been made within the scope of each 
operation in order to obtain needed experience under different dis- 
patching, distribution, and scheduling practices. 

The legislation under consideration by your committee, S. 2402, 
was submitted to the Congress by the Post Office Department after a 
5-year a of the airlift, from which the following conclusions have 

n made: 

1. The current airlift operations have vastly improved first-class 
mail service in the areas involved, at an overall cost no greater than 
the cost by surface means alone. 

2. With some modifications, they should be continued. 

3. Air transportation should be available for use by the Post Office 
Department, for first-class mail in particular, and on occasions for 
other classes of mail, in any situation where it is found that its use 
is in the public interest because of the impracticability or inadequacy 
of surface transportation. 

4. Unless air transportation is available on this basis, further de- 
terioration in intercity mail deliveries is inevitable and connot be 
tolerated. 

S. 2402, introduced by Senator Monroney, was prepared and sub- 
mitted to the Congress in order that there might be a specific law 
enacted by Congress, enabling the Post Office Department to use air 
transportation under specified conditions and with certain limitations 
for the movement of all classes of mail. To date, the experimental 
airlift has been conducted under the general authority granted the 
Postmaster General under the Federal Aviation Act but limited to the 
specific conditions which the court of appeals determined applicable 
to to the airlift operation. 

The House Post Office and Civil Service Committee has expressed 
concern with the experimental airlift program as presently operated, 
and has indicated on occasion that if such a program is to continue it 
should be based on substantive law specifically enacted by Congress. 

The proposed legislation, S. 2402, would carry out the recommenda- 
tions of the Committee on Post Office and Civil Service of the House 
of Representatives. 

Mr. Chairman, permit me to emphasize the principal features of 
this legislation. 
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First. It contains a specific expression by Congress permitting the 
Postmaster General to make use of air transportation for all classes 
of mail, when he finds it to be in the public interest because of the 
nature of the terrain, or the impracticability or inadequacy of surface 
transportation. 

Second. In addition to transportation at rates fixed by the Civil 
Aeronautics Board, it would permit the Postmaster General, after 
consultation with the Board, to contract with any authorized air 
carrier for a period not to exceed 2 years for the transportation of 
mail, except airmail and air parcel post. Renewal of any such con- 
tract would not be yertaitied if the Board concludes that the rate 
specified is unfair and unreasonable and is not in the public interest. 

Subsection (c) of the bill is merely an extension of the concept 
already established by Congress in the “air star route law,” which 
this legislation would amend. 

Subsection (d) is largely a restatement of existing law. 

Subsection (e) is merely an extension of the concept established in 
railway mail statutes, enacted in 1916, and reaffirmed in the Trans- 
portation Act of 1940, which provide for voluntary contracts between 
the Postmaster General and railroads at rates other than those pre- 
scribed by the Interstate Commerce Commission. 

Contract authority with respect to air transportation is urgently 
needed. It has proved eminently successful in the case of railroad 
transportation of mail and to the mutual advantages of the Depart- 
ment, the railroads, and the general public. 

With the exception of airmail and air parcel post, the legislation 
would authorize voluntary agreements with air carriers for the trans- 
portation of any class of mail. This would permit desirable, timely, 
and necessary adjustments in rates, conditions of service, methods of 
payment, equalization of mileages, interline arrangements with other 
carriers and other changes, without the requirement of costly, time- 
consuming mail rate proceedings in each case. 

It should be stressed that the authority now vested in the Civil 
Aeronautics Board to prescribe the rates for the transportation of 
priority airmail and air parcel post would not be affected by the 
proposed legislation. 

It is our opinion that the authority of the Post Office Department 
to contract for transportation of mail by air carrier should be the 
same as is provided by law for the transportation of mail by railroad, 
and no less restricted than the contract authority of the Department 
of Defense. 

Nevertheless, in recognition of the peculiar responsibilities of the 
Civil Aeronautics Board, we have inserted a provision for consulta- 
tion with the Board prior to making a contract, and a veto power for 
the Board upon the termination of any contract the term of which 
will not exceed 2 years in any case. 

It should be emphasized that our program under the proposed legis- 
lation would be directed first toward solving our problems in con- 
nection with the transportation of first-class mail. Although it is the 
most important class of mail, the amount which could possibly be 
moved by air represents only 150,000 tons annually, which is less than 
4 percent of the weight of our total nonlocal volume. The bulk of the 
remaining 96 percent, made up principally of second-, third-, and 
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fourth-class mail, would move in the immediate future by surface 
means, and the railroads will continue to provide the basic service. 

Moreover, the railroads will continue to move a substantial portion 
of the nonlocal first-class mail which they now carry. 

The proposed legislation would not result in significant diversion of 
mail revenue from railroads. For fiscal year ending June 30, 1960, 
it is estimated that railroads will be paid $351,234,000 for mail trans- 
portation. This is $58 million above 1956 payments because of in- 
creased volume and rates. Even if all first-class mail were removed 
from railroad service, which is impossible under the provisions of this 
legislation, the railroads would nevertheless continue to receive much 
more mail revenue than they did in 1956. 

We do not intend, however, that all such mail will be removed. On 
the contrary, only the portion of mail moving between points where 
surface transportation is not adequate will be dispatched by air. 

In submitting the proposed legislation, the Post Office Department 
is aware of the recent report of the Senate Committee on Appropria- 
tions in which it was stated with respect to appropriations for 
subsidized air carriers, that— 

* * * the amount of such subsidy can be reduced by a cooperative effort 
between the Post Office Department and the Civil Aeronautics Board to increase 
the volume of nonpriority mail being transported by such carriers. * * * In 
a instances [their use]would also provide a substantial improvement in 
service. 

Mr. Chairman, it would be virtually impossible to carry out the 
policy of the Senate Appropriations Committee without the enact- 
ment of S. 2402, now under consideration. 

New sources of mail traffic which will become available in the future 
if the proposed legislation is enacted will effectively decrease the 
subsidy requirements of subsidized air carriers. 

The Congress has indicated repeatedly its desire for a comprehen- 
sive and efficient postal service. The Federal Aviation Act of 1958 
provides that in the exercise and performance of its powers and duties, 
the Civil Aeronautics Board shall consider as being in the public 
interest— 


the encouragement and development of an air transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce 
of the United States, of the postal service, and of the national defense. 


fa the Transportation Act of 1940 sets forth severdl factors 
e 


to be considered in implementing the national transportation policy : 


* * * all to the end of developing, coordinating, and preserving a national 
transportation system by water, highway, and rail, as well as other means, ade- 
quate to meet the needs of the commerce of the United States, of the postal serv- 
ice, and of the national defense. 

As shown by the policy statements, the Congress recognizes that 
mail service cannot be provided efficiently unless adequate and suit- 
able transportation continues to be available at the lowest possible 
cost to the American taxpayer. 

Mr. Chairman, the proposed legislation is urgently needed in the 
interest of maintaining and extending an efficient and economical 
postal service for the American public. 

May I take this occasion to quiet the fears of certain pressure groups 
which sometimes do not either represent the industry they purport to 
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speak for, nor represent the American public. This legislation is not 
intended as an antirailroad measure, nor as a proair carrier measure. 
It is purely and simply a measure which needs to be enacted in the 
best interests of the postal service. Its prompt enactment is respect- 
fully requested. 

Senator Monronry. Thank you very much, Postmaster General 
Summerfield. We appreciate your statement, and also the long 
period of study and experimentation that has preceded the recom- 
mendations which you now present to the subcommittee. I compli- 
ment you on the completeness of your statement. 

I think to clarify the record we should mention the various policies 
which have governed the Post Office Department in the movement of 
mail by air. Originally, under the Civil Aeronautics Act, the sub- 
sidy for the airlines was one element contained in the mail pay which 
the carkeere received from the Post Office Department. Was that not 
the case ? 

Mr. Summerrtetp. That is correct. 

Senator Monronry. Then a few years ago, in order to try to reflect 
a more proper accounting, the pay for the transportation of airmail 
was put on a separate mail rate Ca and that compensatory mail pay 
is the only money which the airlines receive from the Post Office De- 
partment—on the basis of the mail carried at the rate specified for air- 
mail pay as necessary to bring service to these regions served by the 
airlines. Is that not correct? 

Mr. SUMMERFIELD. Yes, sir. 

Senator Monroney. You pay them the rate which the Civil Aero- 
nautics Board determines to be reasonable in terms of the cost and the 
stops and the problems associated with flying that mail ? 

Mr. SumMerrFie.p. That is correct. 

Senator Monroney. Then the only subsidy that goes to the airlines 
is that which is paid directly as subsidy by the CAB and so appro- 
priated by the Congress, without reference to mail service? 

Mr. SumMERFIELD. That is correct, sir. 

Senator Monnoney. As I understand it, they must even off-load 
passengers in order to take on the high-priority airmail if you have the 
mail to be dispatched. 

Mr, SumMerrFie.p. That is correct, sir. 

Senator Monroney. Therefore, the problem which you have dis- 
cussed is not associated in any way with your normal airmail and the 
bill specifically exempts airmail from its terms. 

Mr. SumMeErFIELD. That is correct, sir. 

Senator Monroney. Now the subsidy today is limited largely to two 
categories: One is the subsidy that goes to the local service carrier, 
the so-called feeder airline, that is the substantial portion of the 
amount of subsidy that airlines receive from the Government. The 
rest is largely a matter of payments to carriers operating helicopter 
service which is an experimental service, which goes betwen our various 
airports and the centers of town ? 

Mr. Summerrtevp, Correct, sir. 

Senator Monroney. So as a matter of fact, this may perhaps be 
more germane to the testimony of the Civil Aeronautics Board later, 
but it is a fact that none of the domestic trunklines, that is, our major 
long-distance airlines, today are on subsidy ? 


43893—59——-2 
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Mr. Summerrie.p. That is correct, sir. 

Senator Monroney. So this would only affect the movement of first- 
class mail that you find could be more expeditiously handled by air? 

Mr. Summerrie.p. That is correct, sir. 

Senator Monroney. While the bill is intended to permit you to send 
first-class mail going longer distances by air, you could, of course, 
also send other classes of mail by air in any situation where it is found 
its use is in the public interest because of the impracticability or inade- 
quacy of surface transportation. 

Mr. Summerrievp. That is correct, sir. 

Senator Monronry. You mention there terrain, the nature of the 
terrain. That would also include water, of course? 

Mr. SumMeErFIELD. Correct, sir. 

Senator Monroney. I have heard from the President of Puerto Rico 
about the great difficulty he has because people do not realize that a 
first-class letter may take 2 weeks to get to Puerto Rico, although it is 
qpily & few hours by air, and their commerce is distinctly hampered 
by that. 

"So in such cases as that, or as Alaska or Hawaii, to bring the coun- 
try closer together, you would consider that to be one of the problems 
that could be surmounted by this terrain portion of the bill? 

Mr. SumMeERFIELD. We would, sir. 

Senator Monroney. The mail pay for high-priority airmail goes to 
the feeder lines as well as to the trunklines ? 

Mr. SuMMERFIELD. That is correct. 

Senator Monronry. Then there is an additional subsidy which 
represents the cost of operating these planes above their income ? 

Mr. SuMMERFIELD. Yes. 

Senator Monroney. Since these feeder lines do carry airmail as one 
of the purposes for which they were chartered, postal expenses is now 
incurred by having a man with a truck or car drive out to meet the 
plane with a small package of airmail to put it on the plane and to 
take it off. Therefore much of the service that would be rendered in 
dispatching first-class mail on these feeder lines is already covered 
by present Post Office overhead, so you would actually cut down the 
expense of the movement of first-class mail by sending it on the 
feeder lines. You are meeting the planes anyway because of the 
necessity of picking up a very small package, usually, of airmail that 
goes into these smaller towns that the feeders serve. 

Mr. SuMMerrie.D. That is correct. 

Senator Monroney. Do you not also find that in the loss of intra- 
state service, the service reaching out from the hub of a central city 
that it is very difficult today to dispatch mail to the corners of the 
State, because of the withdrawal of loca] rail passenger service lines 
in many of the areas of the country, particularly where you do not 
have congested populations in large cities, and that air movement 
would perhaps be the only movement where speedy delivery of mail 
could be obtained ? 

_ Mr. SuMMERFIELD. , Yes, sir, and in some cases by use of trucks. 

Senator Monroney. Senator Carlson ? 

Senator Cartson. That is a very fine statement and I appreciate 
your appearance here this morning. I want to ask you a few ques- 
tions. You have had some experience now of handling the first-class 





AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 13 


mail on a space-available basis by air. Has it affected the revenue of 
the Department based on the sale of airmail stamps? 

Mr. SuMMERFIELD. No, it has not, sir. 

Senator Cartson. What does your experience show? Has the rev- 
enue from airmail increased—— 

Mr. SUMMERFIELD. It has had no appreciable effect to date. It has 
been in since 1953. 

Senator Cartson. And if I understand your statement, you are 
transporting 150,000 tons a year? 

Mr. SumMerFIELD. No,sir. That would be the amount of additional 
mail we would be moving, or could move, as you see on this chart. 

Senator Monroney. Could you read those figures ? 

Mr. Moore. Mr. Chairman, we have some smaller charts which we 
will distribute to the committee members. This chart shows that as 
of the present time, under 1958 volume, there were 45,872 tons of 
airmail, plus 25,000 tons of airlift first-class mail moving by air. 
Other first-class mail moving more than 300 miles amounts to 150,000 
tons. This amount was referred to in the statement of the Post- 
master General. Nonlocal first-class mail, or that mail moving less 
than 300 miles, amounts to 145,000 tons and local delivery first-class 
mail is approximately 140,000 tons. 

Senator Cartson. In other words, you are moving presently about 
75,000 tons of mail per year by air? 

Mr. Moore. Yes, sir. 

Senator Cartson. I noticed in your statement that this mail on a 
space-available basis is moved at special rates — by the Civil 
Aeronautics Board. Does the Department place this out for bids, 
or a you contract for space with the various carriers at different 
rates? 

Mr. SuMMERFIELD. Senator Carlson, the Civil Aeronautics Board 
established that rate, which was a special rate. 

Senator Carson. At the request of the Post Office Department? 

Mr. SumMERFIELD. Yes, sir. 

Mr. Moore. The rates vary between about 18.5 to 30 cents a ton-mile 
for the feeder lines, I believe. But the average breaks down to about 
19 cents a ton-mile. 

Senator Cartson. In other words, these rates and payments are set 
based on the agreements by contract—— 

Mr. Moore. No, sir, by the Civil Aeronautics Board. 

Senator Cartson. But they would have the approval, of course, of 
the Department, I assume? 

Mr. Moors. Where the Department finds it advances the delivery 
of mail and is economically feasible, the airlift is provided, yes, sir. 

Senator Caruson. In your opinion, based on the studies that you 
have made—now you have had about 5 years’ experience with this, 
from 1953—you have of course, I am certain, increased the dispatch 
and delivery of mail. How has it affected the surface carriers in 
volume and in revenue, which after all is one of the items we have 
to look into? 

Mr. Summerrrevp. Of course their volume has been decreased by 
the amount indicated on these charts, that is, their volume of mail. 
But their total volume and revenues, on the other hand, has increased 
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because of the increased volume of mail that we are handling, in total, 
and because of increased rates. Their revenues, as I indicated by the 
figures in my statement, are substantially higher than they were in 
1956. 

Senator Cartson. You are moving this mail presently by space 
available, first class, by air cargo and you say that it is necessary we 
have this legislation. Due to the fact you are doing it now, why is it 
essential or necessary we have this legislation ? 

Mr. SuMMERFIELD. I will ask Mr. Moore to answer that question. 

Mr. Moors. Senator Carlson, the situation which faces the Depart- 
ment is a result of a combination of circumstances. The Federal 
Aviation Act of 1958 specifies in several places—I won’t bother to 
specify the citations here—but it authorizes the Post Office Depart- 
ment to move any class of mail at rates established by the Civil Aero- 
nautics Board by carriers certificated or authorized by the Board to 
move mail—any class of mail. In 1953 the experimental airlift was 
begun, as you know. Since that time the Congress has taken an 
unusual interest in this matter and the court, as a matter of fact, 
referred to it as experimental. Various Members of Congress have 
indicated that we should come to the Congress and give the Congress 
some specific proposals in legislative form if we feel it is meritorious to 
continue the airlift on a permanent basis. 

The House Committee on Post Office and Civil Service has raised 
several questions about the feasibility of continuing it on an experi- 
mental basis. 

Senator Cartson. Has the House taken any action ? 

Mr. Moors. The House asked us to come to them with a proposal, 


a substantive law pe pe as the Postmaster General has indicated. 


The chairman of this committee, some years ago, in a statement be- 
fore the House Appropriations Committee, said that he felt that some 
legislation should be considered by the Congress. Recently we had 
a situation develop in which an extension of airlift mail was entirely 
feasible, proper for better service to the American people, and also 
within the bounds of our appropriations. We tried to initiate such 
an airlift, but we were advised that we could not extend it. The air 
carriers for one reason or another determined that they would not ac- 
cept an extension of the airlift. 

Now we find ourselves in this position: We have general overall au- 
thority, as specified in the Federal Aviation Act; we have a court of 
appeals decision; we have Members of Congress expressing interest 
in this matter ; then we have the Senate Appropriations Committee say- 
ing to the Department, “Don’t you think it is a good idea to extend 
additional airlift to subsidized carriers to reduce their subsidy ?”, and 
we find expression by the House Post Office and Civil Service Com- 
mittee and the Chairman of the Senate Post Office and Civil Service 
Committee. 

We felt, in all fairness to the Congress, to the people, and those 
who expressed themselves concerning this subject, that we should 
come up with a definitive policy, something permanent, with proper 
limitations, we think as contained in S. 2402. 

Senator Cartson. In other words, your 5 years of experimentation 
with this has convinced you it is a program, in your opinion, that 
should be permanent ? 





AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 15 


Mr. Moore. Yes, sir. 

Senator Monroney. Senator Jordan? 

Senator Jorpan. Are you moving any parcel post at all now in this 
experimental lift ? 

r. SUMMERFIELD. No, sir. 

Senator Jorpan. Only first-class mail ? 

Mr. SuMMeErFIELD. That is correct. 

Senator Jorpan. Under this act it would enable you to move parcel 
post, too, if you wanted to? 

Mr. SumMeErFIELD. The law now authorizes us to do so, I believe. 

Senator Jorpan. I say, this would still make it so you could send 
parcel post also? 

Mr. SumMerrFre.p. Yes, under certain conditions, of course, Sen- 
ator, under the limitations as expressed in the bill itself. 

Senator Monronry. Do you have any figures on the ton-mile cost 
of movement of mail by rail, surface transportation? Nineteen cents 
is the average cost on the air experimental. 

Mr. Moors. Yes. Mr. Chairman, in this area so many factors have 
to be taken into consideration. We have tried to arrive at some 
conclusion with respect to ton-mile rates. And we find this, that 
the average trunkline air carrier ton-mile rate for air mail is 39.06 
cents and for the local service carriers, 98.87 cents. The air lift 
ton-mile rate for first-class mail is 18.66 cents between New York 
and Chicago and New York and Florida; 20.4 cents between Wash- 
ington and Chicago, Washington and Florida, Chicago and Florida; 
and on the west coast, 18.98 cents; and on the local service carriers, 
as I indicated a moment ago, 30 per cents per ton-mile. 

Now translating that into terms of rail carriers, on a comparable 
basis, reducing all the variables to a constant as far as possible, on 
eastern railroads, a 60-foot car, moving 500 miles, the average is 8 
cents a ton-mile. For the 30-foot storage unit, 13 cents; for 15-foot 
storage unit, 15 cents; 3-foot storage unit, 31 cents. That is on the 
eastern roads. 

On the western roads, and southern roads, 60-foot car, 6 cents; 
and lesser storage units of 30-foot, 10 cents; 15 feet, 12 cents; and 3 
feet, 25 cents. 

Senator Monroney. Do you have any idea 

Mr. Moore. These are direct transportation costs. This does not 
include any of the handling costs of the Department on either end. 
It is purely and strictly a ton-mile transportation cost. 

Senator Monroney. In the 8 and 6 cents for the 60-foot car rate, do 
you have a minimum you must meet to obtain the 60-foot car? 

Could you give us some proportion as to the movement of the mail, 
by the full carload rate or by the smaller compartment rate? 

Mr. Moors. I am sure we can secure that information for the 
committee and insert it in the record. 

Senator Monroney. I think it would be helpful, as to how it would 
average out in some way as to what the actual going rate we are 
paying is. 
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(The information requested is as follows :) 


Post OFFICE DEPARTMENT, 


Washington, D.C., July 30, 1959. 
Hon. A. S. MIKE MONRONEY, 


U.S. Senate, Washington, D.C. 


Dear SENATOR Monroney: During the course of the testimony of the Post 
Office Department in the hearing held before a subcommittee of the Senate Post 
Office and Civil Service Committee considering S. 2402, on July 24, 1959, you 
requested certain information relating to rates paid the railroads for the 
transportation of mail. 

Inquiry was made as to whether there is a minimum which must be met te 
obtain the 60-foot car and whether the proportion of movements at the full car 
rate and by smaller units could be shown. 

Rates prescribed by the Interstate Commerce Commission for transportation 
of mail by railroad include a full 60-foot storage car rate, the payment to be 
computed on the basis of mileage plus a terminal charge for loading and un- 
loading service. The rate prescribed for the 60-foot car is also applied to any 
movement of more than 30 linear feet of mail, but prorated in accordance with 
the amount of space occupied. Thus, if 35 feet of mail is moved, the charge is 
thirty-five sixtieths of the 60-foot rate. 

In addition to the 60-foot car rate, separate rates are prescribed for 30 feet 
or less, in increments of 3 feet only. Thus different rates are applied for 30 feet, 
27 feet, etc., down to 3 feet. If the space required exceeds any one of these 
units payment is made on the basis of the next higher unit. Thus, if 28 feet is 
used, payment is at the 30-foot rate. It is in this latter sense that minimums 
exist in the storage car service. 

It is the policy of the Post Office Department to make maximum use of the 
full car rate in dispatching bulk mail, especially for the longer hauls. 

The estimated ton-mile costs, shown in the Post Office Department testimony 
on page 31 of the transcript, were determined on the basis of a 500-mile move- 
ment for different units of service, including the full car rate, and lesser rates for 
30 feet, 15 feet, and 3 feet. Terminal as well as line-haul charges are included. 
An average weight was developed for each unit in order to present a ton-mile 
figure. Since the terminal charge is constant regardless of distance of the move, 
the total ton-mile cost will vary depending upon distance. Thus, the ton-mile 
cost for a 300-mile move is higher, and for 700 miles, lower, than for 500 miles. 

As to your reference to the proportions of full car and lesser unit movements, 
the Post Office Department finds that figures cannot be developed from available 
records, and regrets that it cannot be supplied. 

I trust that this information will be of assistance to your committee. If there 


is any additional information which you may desire, the Department will be 
pleased to furnish it. 


With best wishes, I am, 
Sincerely yours, 


GrEorGE M. Moore, 
Acting Assistant Postmaster General. 

Mr. Moore. I don’t think, Mr. Chairman, that the merits of this 
legislation should be determined on the basis of comparison between 
ton-mile rates because of so many variables that are in existence, and 
the experience that we have had on the airlift, where we have found 
that it not only has improved the service, but also has not increased 
the cost to the Department. 

Now we propose, if the Congress approves this legislation, not to 
increase our costs, not to ask for additional appropriations, but by 
improvements in service and elimination of handling, to actually 
reduce our costs if it is at all possible. 

Mr. Summerrretp. I might add, Mr. Chairman, when we were 
first contemplating this experimental movement of regular mail by 
air, we attempted to ascertain the costs, actual costs per ton-mile of all 
the variables in connection with the movement of regular mail by sur- 
face means, because we wanted to be sure the costs we were incur- 
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ring in this experimental project would not be considerably in excess 
of the costs of the normal] transportation by the usual methods. 

We found at the time that the rates then later established by the 
CAB were comparable to the overall costs involved in the transpor- 
tation of mail by surface means, first-class mail. 

Senator Monroney. That is what I was Cs to get at. You 
have had a 5-year test of this, you have been able to put a yardstick 
of costs against the former costs, or the going rate by rail on those 
routes on which you have flown mail, and you have concluded that it is 
not costing the Post Office Department any more money to move this 
95,000 tons of mail in the experimental lift than it costs you to move it 
on the slower, less direct and less efficient surface transportation. 

Mr. SuMMERFIELD. That is correct, sir. In addition to that, this 
situation is further complicated in that, as stated in my prepared 
statement, there were 243 passenger mail-carrying trains taken off 
schedule in 1958. So now it is a question of availability in many 
areas, So we have no choice, in reality, if we are going to maintain 
proper service for first-class mail, to do other than what we are re- 
questing express permission to do in this proposed legislation. 

Senator Monronry. Now in these tests between high volume points, 
is it not also true that you could arrange for the dispatch of this mail 
at hours convenient to the mail user? 

In other words, the big volume of business mail is deposited from 
about five to six o’clock. Therefore, if it has to lay over until the next 
morning for a passenger train, the mail will probably not be delivered 
until the third day ? 

Mr. Summerrretp. That is correct, with a single delivery a day you 
see which prevails throughout the country, you have lost 24 hours in 
the process of delivering to the addressee. 

Senator Monroney. But with an aircraft, the schedules can be ar- 
ranged to dispatch this mail after the close of the business day, ar- 
riving in time to be placed on the one delivery a day schedule out of 
most post offices the following morning. 

Mr. Summerrtetp. That is correct, sir. 

Senator Monroney. That is what you are seeking, primarily, is 
to make possible the saving of 24 or 48 hours in the delivery of first- 
class mail between various points? 

Mr, SummerrietD. That is correct. Our two cardinal objectives 
have been and will always be, I hope, in the Post Office Department, 
that of constantly finding ways and means to expedite the delivery 
of first-class mail and at the same time reduce our costs. 

Those are the two guiding factors we consider in all of our consid- 
erations of any changes in transportation patterns. 

Senator Monroney. And aviation technology and the efficiency 
of planes is growing so rapidly that even though you now find that 
you can move mail with present type of aircraft, as cheaply as you 
can by surface or cheaper—in this 5-year test, at a 19-cent-per-ton-mile 
rate—the future holds even greater promise, when we have the new 


types of cargo planes, for which many of the large airplane manu- 
facturers are now making sales contracts. 
Mr. SumMerFIELD. That is right. 
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Senator Monroney. The Aviation Subcommittee of the Committee 
on Interstate and Foreign Commerce, of which I am also a member 
has been given descriptions of the new types of cargo planes, some o 
which can be delivered within 12 months, that will cut the direct 
operating costs per ton-mile of aircraft down from their present 
level of 10 or 11 or 12 cents a ton-mile, to 4 cents a ton-mile. The 
custom in the industry is to double the direct operating costs to esti- 
mate a consumer rate. This would reflect, on a full planeload con- 
tract, an 8-cent-per-ton-mile rate, or on a mixed cargo basis, as 
low as 12 cents a ton-mile. 

In fact, one large cargo carrier has testified before the CAB, that 
they could quote those rates for the movement of first-class mail on 
a cargo basis: 12 cents for small quantities in intermixture with their 
regular freight, and 8 cents on a full planeload. 

o we are on the threshold of a major breakthrough on aircargo. 
If these cost figures are applicable with today’s high cost of operation 
of planes, we can anticipate a rate less than half of that we are pay- 
ing as these new planes come into use. 

r. SummerFietp. I believe, Mr. Chairman and members of the 
committee, that this experimental movement of first-class mail by 
air has proved to be very, very beneficial to all parties concerned. 
We have not only expedited delivery of the mail, we have not done 
it at an increase in cost to the taxpayers and I think the record will 
show clearly that the subsidies paid to the airlines, with the year 
beginning the year immediately following this experimental move- 
ment of regular mail by air, have been reduced. 

Mr. Moors. That is correct. 

Senator Monroney. Within the past 5 years, all trunklines have 
gone off subsidy, so it must have had some effect. 

Mr. SummerrFiE.p. That is right. As I recall the subsidy which 
was then paid by the Post Office Department, I believe, in 1952 was 
approximately $63 million. And it seems to me in the following 
years it was reduced to about $45 million. 

Certainly a portion of that reduction was because of the action 
taken by the Department in this experimental program. 

Senator Monronrry. And even on those feeder lines, which are 
still on subsidy, we are already paying for the empty space in sub- 
sidy, because we feel the maintenance of this service to smaller com- 
munities is of importance to our national transportation system, so 
much rail transportation having been lost. Therefore, the first-class 
mail load which these subsidized feeder lines can get, would not in- 
crease the net cost to the Government to the extent that we utilize 
empty space that we are already paying for. 

Mr. Summerrtetp. That is correct. We have a chart I would like 
to have the committee look at here, having to do with space available 
on commercial airline planes in 1958. 





AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 19 


(The chart referred to follows :) 


SPACE AVAILABLE ON COMMERCIAL AIRLINE 
PLANES IN 1958 


—_ 
(Te! 


Mr. Moore. Mr. Chairman, the purpose of this chart is to show the 
space available on commercial airline planes during 1958, and it shows 
that on the average each commercial airplane carried 324 tons of 
revenue traffic, but each commercial airplane could have carried 314 
tons more. 

In other words, on the overall about half of the space on the average 
commercial airplane is empty. 

Senator Monroney. That isa very graphic illustration. Isn’t it also 
a fact that with the habit of airline passengers to fly primarily in the 
daytime, aside from those very cutrate schedules which do pack them 
in at night on economy class, that there is often a much larger pro- 
portion than this on night flights that would be available for first-class 
mail carriage and that would meet your needs for fast delivery far 
better than if you were trying to put it on the morning departures, 
when most of the passenger traffic occurs? 

Mr. SumMMERFIELD. That is correct, sir. 

Senator Monroney. I presume from your statement that your iirst 
step would be to move an additional 150 tons of first-class mail. This 
is going to be a gradual process of contracting and establishing new 
routes. It will not happen overnight, lam sure. You will be moving 
toward filling in the gaps where surface transportation delays the 
mail and air will expedite the mail. 

Mr. Summerrtevp. That is correct. 

Senator Monronry. Yes. What effect will that have in revenue 
lost to the surface carriers, particularly the railroads. 
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Mr. Moors. Mr. Chairman, we have not approached this legislation 
from the standpoint of whether any particular carrier would lose or 
any particular carrier would gain. As the Postmaster General indi- 
cated, what we have tried to do is to present legislation which is in 
the best interests of the American people, to provide the service which 
the postal establishment needs in this modern time. But the only way 
I can answer your question, if I understand it, is to merely give you a 
few examples, perhaps, of where, under the standards, restrictions and 
limitations of the legislation, which we have offered, we could move 
first-class mail by air. If the Chairman desires, I will outline that for 

ou. 

” Senator Monroney. The reason I am asking for that is that I am 
already beginning to get some mail from special interest groups re- 
— the railroads. Having had experience with other railroad 
egislation, I know this will occur as these committee hearings con- 
tinue, and we would like, if we could, to get some kind of estimate 
from the Post Office Department of what this means in actual dollars 
lost in revenue to all the railroads of the country. 

If you went to the 150,000 additional ton-miles—— 

Mr. Moore. With the permission of the Chairman, we would esti- 
mate that for the record. However, I do feel that for the record it 
should be pointed out that no act of Congress, no congressional intent, 
has been expressed in terms of the function of the Post Office Depart- 
ment to subsidize either the air carriers or the railroads. 

I think, however, we can submit the figures the chairman desires. 

(Mr. Moore later submitted the following communication in 
response to the request of the chairman :) 


Post OFFICE DEPARTMENT, 


Washington, D.C., July 31, 1959. 
Hon. A. 8. MIke MONRONEY, 


U.S. Senate, 
Washington, D.C. 


Dear SENATOR MONRONEY: In the course of the testimony by the Post Office 
Department during hearings held before the Senate Post Office and Civil Service 
Subcommittee considering S. 2402, on July 24, 1959, you requested that the com- 
mittee be furnished an estimate of the amount of mail revenue which the rail- 
roads would lose as a result of the proposals to use air transportation within 
the limitations and conditions of S. 2402. 

Reference was made to the 150,000 tons of first-class mail moving over 300 
miles. As indicated in our testimony, the Department does not contemplate that 
all of this mail can be efficiently moved by air. Only a portion is likely to receive 
air transportation in the near future. 

Under the Department’s proposed program, air transportation would be used 
in four principal types of postal operations in order to improve service to the 
public. 

First, it would be used between major population centers where, while dis- 
tances are not great, surface transportation is such that overnight delivery is 
not practicable. In this category are several large population centers having 
an important community of interest, between which overnight delivery is the 
normal expectation of all mail users. 

As Postmaster General Summerfield pointed out in his testimony, the rapidly 
diminishing number of passenger trains upon which we have relied for fast, 
dependable service, including en route distribution of first-class and other pref- 
erential mail in railway post office cars, has impaired our intercity service. 
Other factors such as the growing volume of mail to be transported, the increase 
in population, and growth of new communities, have aggravated the problem. 

At present, if a proper standard of service for first-class mail is to be main- 
tained, air transportation should be made available for preferential mail between 
such cities, for example, as Chicago and Minneapolis, Atlanta and Tampa, Pitts- 
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burgh and Detroit, St. Louis and Kansas City, Washington and Boston, and 
Cincinnati and Nashville. 

Use of air in lieu of surface transportation for first-class mail between such 
cities as these will have no appreciable effect upon rail revenues. The amount of 
first-class mail involved is slight when compared to the total volume of all classes 
of mail carried. Moreover, it is important to observe that because of the dis- 
continuance of numerous passenger train schedules, the railroads are losing 
mail traffic, and will continue to lose more with the accelerating pace of their 
train discontinuances. In the first 6 months of 1959, 172 mail-carrying passenger 
trains have been discontinued, a 40-percent increase over 1958 in the annual rate 
of withdrawals. At the present time, the Department is aware of applications 
pending with regulatory bodies involving the withdrawal of 70 more mail-carrying 
passenger trains. In addition, under discussion is the withdrawal of another 
22 such trains. 

Second, air transportation would be used for first-class mail in oversea trans- 
portation to such points as the new States of Alaska and Hawaii, and to the 
Commonwealth of Puerto Rico. As was pointed out by you during the hearings, 
the nature of the terrain is such that over the water surface transportation is too 
slow for the standards of service required to maintain a proper community of 
interest with these important parts of the United States. Here, again no reduc- 
tion of rail revenue is involved. As was pointed out in our testimony, it is 
estimated that about 560 tons of first-class mail would be moved annually to 
these points. 

Third, local service air carriers would be used where surface transportation 
and other factors are such that the postal service will be improved. Initial 
estimates show that approximately 23,000 tons of first-class mail would be 
involved annually. Based on an assumed 200-mile average air movement, this 
would amount to 4,600,000 ton-miles a year. However, in this instance, highway 
post offices will continue to perform a useful and needed service, as will other 
forms of surface transportation including railroads. There will be no significant 
loss of revenue by the railroads in this instance. 

Fourth, air transportation would be used for first-class mail to extend the 
current airlift operations to additional points which should be served, not only 
to improve the service, but also to provide a logical means by which an overall 
efficient and economical operation for first-class mail can be obtained. This 
would involve an extension of the existing airlift from New York, Washington, 
and Chicago, to such points as Denver and Dallas, and to the west coast cities 
of Los Angeles, San Francisco, and Seattle in both east and west movements. 
The extension would involve an estimated 29,200 tons of mail annually, some 
of which now moves by highway as well as by rail. An additional 50,528,000 
ton-miles of air transportation would be utilized. This operation would enable 
the Department to improve the handling, distribution, and transportation of 
first-class mail within and between the major population centers of the United 
States. 

It is only in this category that there would be any significant loss of revenue 
by the railroads. The maximum loss of revenue by the 11 railroads involved 
would approximate $11,424,000 a year, assuming that all of this tonnage would 
be sent by air, and there are no further curtailments in railway post office 
service. 

As pointed out by the Postmaster General in his testimony, the railroads are 
expected to receive in fiscal year 1960 about $58 million more in mail revenue 
than they received in 1956. Since about 96 percent of our total (all classes) 
nonlocal mail tonnage will continue to be dispatched by surface means in the 
near future, and in greater volume, it is likely that railroad revenues from mail 
will be greater in the coming years, even with the anticipated diversion of some 
surface mail to air. 

I trust that this information will be of assistance to your committee. If there 


is any additional information which you may desire, the Department will be 
pleased to furnish it. 


With best wishes, I am, 
Sincerely yours, 


Grorce M. Moore, 
Acting Assistant Postmaster General. 
Mr. Moore. But I would like to call your attention at this time to a 
question, or a statement, made earlier concerning the movement of 
first-class letter mail to Alaska, Hawaii, and Puerto Rico. 
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In terms of pounds per day of first-class mail, and bear in mind that 
the transit time between the mainland and the three destinations, 
Alaska, Hawaii, and Puerto Rico is 4 to 5 days and air travel is ac- 
complished in 4 to 8 hours—to Alaska there will be on the average 938 
pounds daily, to Hawaii, 1,190 pounds daily, to Puerto Rico, 960 

ounds daily. And mail originating in Alaska, Hawaii, and Puerto 
ico, destined for the mainland, is not more than 20 percent of the 
volume that I have given you. 

Senator Monroney. Those are all first class? 

Mr. Moore. Yes, sir. And as Mr. Summerfield states, that is part 
of the 150,000 tons on the chart. I have not reduced these figures to 
tons. 

Senator Caruson. As I see that point, I think we should keep in 
mind that you build up the 75,000 tons to 150,000 tons which will no 
doubt take some time, there will also be an increase in volume of mail 
at the same time, which will overcome some of that difficulty at least. 
I notice in your statement in 1940 we had 32.4 billion pieces of mail 
and in 1958, 66 billion pieces or an increase of about 2 billion pieces per 
year. I assume based on the growth of this economy and the popula- 
tion that should continue and would always enter into this picture 
as to the volume of mail. 

Mr. Moore. Yes, sir, and it would also enter into the picture of 
revenues for the rail carriers, because they would benefit from the in- 
creased volume. 

Senator Cartson. That was my point. 

Mr. Moore. Yes, sir. And Mr. Chairman, I might again empha- 
size, in addition to the future volume increase mentioned by Senator 
Carlson, what the Postmaster General mentioned in his statement, 
namely, the increase in rates to the railroads, within the past few 
years, has more than offset any loss that could possibly result, but of 
course would not result under this legislation, if we moved all first- 
class mail by other means. 

Senator Monroney. Could you get it another way: You are pro- 
posing here a maximum at the moment at least of 150,000 tons of mail 
moving over 300 miles? 

Mr. Moore. Yes, sir. 

Senator Monroney. That now goes by rail. 

Could you give us an idea of what the tonnage would be of your 
second-, third- and fourth-class mail that would normally remain on 
surface transportation, on the railroads? 

Mr. Moore. Well, we have not approached this legislation in terms 
of moving second-, third- and fourth-class mail in the near future. 

Senator Monroney. But this second-, third- and fourth-class, at the 
moment, will, as I said, still move by rail. What I am asking is how 
much of this, if you move the first class mail going 300 miles or more 
by air, how much tonnage will still be handled by the railroads? 

Mr. Moore. Excuse mea moment. Asthe Postmaster General stated 
in his opening statement, what we are talking about is about 4 percent 
of the total nonlocal volume. 

Now, I can give you figures on the amount of domestic mail b 
classes which moves over 300 miles. Now first class, that mail which 
moves over 300 miles, as is indicated there, if you add 150,000 to 25,000, 
it is 175,000 tons. Air mail, as is indicated there, is 45,870 tons—— 
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Senator Monroney. I do not think that should be considered, be- 
cause that is premium cost mail. I am sure you are not approaching 
this lightly and maybe the loss of revenue to the railroads is not the 
legitimate concern of the Post Office Department that is supposed to 
move the mail through snow and sleet and rain and frost and every- 
thing else. But I know what these hearings are going to develop into 
and we would like the record to show, authoritatively from you some 
figures with which we can have a yardstick to measure other counter- 
claims that we have received. 

Mr. Moore. All right; exclusively of air mail then, second class mail, 
the tons of second-class mail moving over 300 miles is 566,402 tons. 
There are 253,008 tons of third-class mail moving over 300 miles. 

Senator Monroney. 253,800? 

Mr. Moore. No; 008. There are 1,574,256 tons of fourth-class mail 
moving over 300 miles, and the total including air mail, and, Senator, 
perhaps we will take that out 

Senator Monroney. That is all right, you can leave it in. 

Mr. Moore. I will give you a total of all mail moving over 300 
miles. It was 2,614,538 tons in fiscal year 1958. 

Senator Monroney. What we are talking about then is the imme- 
diate transition or as early as contracts can be made, of 150,000 tons 
of first class out of 2,614,538 total tons of mail. 

Is that correct ? 

Mr. Moore. I would like to change an emphasis there. You men- 
tioned contracts. This legislation provides that we would secure the 
rate from the CAB. However, in rare cases where we determine to 
secure contracts, this legislation authorizes us to do so. But your 
statement is absolutely right that we propose, under this legis- 
lation, to move by air a portion of the 150,000 tons of first-class tons 
of first-class mail which represents only 5.7 percent of the total amount 
of mail moving more than 300 miles. 

Senator Monroney. I am trying to establish now the proportion we 
are talking about. So the total movement of all mail by all means is 
2,614,538 tons. Is that correct ? 

Mr. Moorg. That is the amount moving over 300 miles. 

Senator Monroney. Yes. Now, one other question: When you pay 
on a tonnage basis, or poundage basis, however you pay the railroads, 
your transportation cost is the same for a given weight for second-, 
third- and fourth-, as it is for first-class, is it not? 

Mr. Moore. Yes, sir. 

Senator Monronry. In other words, while the Post Office charges 
less because it is nonpriority mail, when it is moved by rail it has 


— same revenue earning potential for the railroad as a first-class 
etter. 


Mr. Moore. Yes, sir. 

Senator Monroney. So until the time comes when you might send 
part of the second- and the third- and fourth-class mail by air, railroad 
earnings would be reduced only in proportion which the weight 


of first-class mail sent by air bears to the total weight of all mail 
that is moving. 


Mr. Moore. That is correct. 
Mr. Summerriexb. I might point out if I may, this estimate of 150,- 
000 tons of regular mail to be moved by air, under this proposed legis- 
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lation, is an anticipated figure, which will, of course—the transition 
aes a? present volume to that additional volume will be very 
adual. 

y ointed out in my statement the higher revenues paid to the rail- 
ihe in 1958, as compared to 1956. Those figures reflect the 25,000 
tons of first-class mail moved by air. Now gradually, over the period 
of the foreseeable future, there will be another 150,000 ton-miles added 
to the airlift. 

Senator Cartson. In other words, you have had 5 years to get to 
25,000 tons? 

Mr. SummerrieLp. That is right. Now, with the increase in volume, 
in second- and third- and fourth-class mail that the railroads will con- 
tinue to handle, together with their increase in rates granted this past 
year by the Interstate Commerce Commission, I would be amazed if 
their total revenues from the Department were not substantially in 
excess of what they are presently receiving in 1959, or did receive in 
1958. 

Again, I want to emphasize that this legislation is proposed to hel 
us to continue to provide as good a service as we are presently orivid. 
ing in the movement of first-class mail and to improve it if possible, 
which I am sure we can. 

Senator Monroney. Let me ask you about section (d), which I be- 
lieve you said is a restatement of the present law. 

Mr. Moore. And I would be very pleased to have prepared and in- 
serted in the record the sections of the Federal Aviation Act of 1958, 
which is present law, authorizing the Post Office Department to move 
mail, all classes of mail, as I indicated before, under rates established 
by the Civil Aeronautics Board, by air carriers authorized to carry 
mail by the CAB. 

(Mr. Moore later submitted the following communication contain- 
ing citations from the Federal Aviation Act of 1958 :) 


Post OFFICE DEPARTMENT, 
Washington, D.C., July 30, 1959. 
Hon. A. S. MrkE MONRONEY, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MonronEy: During the course of the testimony of the Post Of- 
fice Department in the hearing held before the Senate Post Office and Civil 
Service Subcommittee considering S. 2402, on July 24, 1959, you inquired as to 
the relationship of proposed subsection (d) of the bill to the present law. 

The Post Office Department has prepared the attached citations from the 
Federal Aviation Act of 1958, showing the sections which form the general 
grant of authority to the Postmaster General to dispatch all classes of mail 
by air carriers authorized by the Civil Aeronautics Board to transport mail, at 
rates established by the Board. 

These sections are essentially the same as those which appeared in the Civil 
Aeronautics Act of 1938, which the Federal Aviation Act of 1958 has replaced. 

I trust that this information will be of assistance to your committee. If 
there is any additional information which you may desire, the Department will 
be pleased to furnish it. : 

With kindest regards, I am, 

Sincerely yours, 
GerorGE M. Moore, 
Acting Assistant Postmaster General. 
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FEDERAL AVIATION AcT OF 1958 
DEFINITIONS 
Src. 101(23). “Mail” means United States mail and foreign-transit mail. 
REQUIREMENT AS TO CARRIAGE OF MAIL 


Sec. 401(1). Whenever so authorized by its certificate, any air carrier shall 
provide necessary and adequate facilities and service for the transportation of 
mail, and shall transport mail whenever required by the Postmaster General. 
Such air carrier shall be entitled to receive reasonable compensation therefor as 
hereinafter provided (49 U.S.C. 1871(1) ). 


TENDER OF MAIL 


Sec. 405(d). From and after the issuance of any certificate authorizing the 
transportation of mail by aircraft, the Postmaster General shall tender mail to 
the holder thereof, to the extent required by the postal service, for transporta- 
tion between the points named in such certificate for the transportation of mail, 
and such mail shall be transported by the air carrier holding such certificate in 
accordance with such rules, regulations, and requirements as may be promul- 
gated by the Postmaster General under this section (49 U.S.C. 1375(d) ). 


RATES FOR TRANSPORTATION OF MAIL 


Sec. 406(a). The Board is empowered and directed, upon its own initiative 
or upon petition of the Postmaster General or an air carrier, (1) to fix and 
determine from time to time, after notice and hearing, the fair and reasonable 
rates of compensation for the transportation of mail by aircraft, the facilities 
used and useful therefor, and the services connected therewith (including the 
transportation of mail by an air carrier by other means than aircraft whenever 
such transportation is incidental to the transportation of mail by aircraft or is 
made necessary by conditions of emergency arising from aircraft operation), by 
each holder of a certificate authorizing the transportation of mail by aircraft, 
and to make such rates effective from such date as it shall determine to be 
proper; (2) to prescribe the method or methods, by aircraft-mile, pound-mile, 
weight, space, or any combination thereof, or otherwise, for ascertaining such 
rates of compensation for each air carrier or class of air carriers; and (3) to 
publish the same (49 U.S.C. 1876(a) ). 


RATEMAKING ELEMENTS 


Sec. 406(b). In fixing and determining fair and reasonable rates of compensa- 
tion under this section, the Board, considering the conditions peculiar to trans- 
portation by aircraft and to the particular air carrier or class of air carriers, 
may fix different rates for different air carriers or classes of air carriers, and 
different classes of service. In determining the rate in each case, the Board 
shall take into consideration, among other factors, (1) the condition that such 
air carriers may hold and operate under certificates authorizing the carriage of 
mail only by providing necessary and adequate facilities and service for the 
transportation of mail; (2) such standards respecting the character and quality 
of service to be rendered by air carriers as may be prescribed by or pursuant to 
law; and (3) the need of each such air carrier for compensation for the trans- 
portation of mail sufficient to insure the performance of such service, and, to- 
gether with all other revenue of the air carrier, to enable such air carrier under 
honest, economical, and efficient management, to maintain and continue the de- 
velopment of air transportation to the extent and of the character and quality 
required for the commerce of the United States, the postal service, and the 
national defense (49 U.S.C. 1376(b) ). 


PAYMENT 


Sec. 406(c). The Postmaster General shall make payments out of appro- 
priations for the transportation of mail by aircraft of so much of the total 
compensation as is fixed and determined by the Board under this section with- 
out regard to clause (3) of subsection (b) of this section. The Board shall 
make payments of the remainder of the total compensation payable under this 
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speeee) of appropriations made to the Board for that purpose (49 U.S.C. 
c)). 

Senator Monroney. You mentioned something in your earlier testi- 
mony which is intriguing to me, having worked in the subcommittee 
on aviation. At one point you said the regular air carriers, those are 
the ones carrying the airmail and on which you have been putting some 
of these regular mail loads, on this experimental basis, have declined 
to accept additional mileage and additional runs? 

Mr. SumMerrtevp. Yes, sir. 

Senator Monroney. I wish you would amplify that because I think 
the record should show who declined, and whether there has been a 
joint effort of the certificated scheduled carriers that carry airmail to 
decline to expand this type of mail service. 

Mr. Moore. This is not intended as criticism of any carrier at all. 
It involved first-class mail between Atlanta and Tampa, which we had 
offered to three carriers, and the understanding we received was that 
the three certificated trunkline carriers involved declined to extend 
the airlift until a proceeding was had before the Civil Aeronautics 
Board, to reexamine this whole matter of the rate structure of airlift 
mail. We feel that with this kind of an atmosphere, that the only 
reasonable approach to this problem should be that the Congress 
clarify the authority of the Postmaster General in connection with 
this, because it is conceivable that the entire airlift is in jeopardy if 
we were to take the steps that we were suggesting. And we do not 
feel—and I know the Postmaster General agrees—that where im- 
proved service has been had, and is continuing to be rendered, that 
we should in any way stop that service or prevent it or retard it or 
retrogress. 

Senator Monroney. But as I understand section (d) of this bill, 
if you would decide to place mail on a space-available basis on the 
scheduled airline that is running between two points, and a Civil Aero- 
nautics Board rate has been established, then they would be required 
to carry this mail. 

Mr. Moore. That is right. 

Senator Monrongy. So you would not have a roadblock or any- 
thing? 

Mr. Moore. That is correct. Mr. Chairman, I think, too, the pres- 
ent posture of the experimental airlift is in a state where the airlines 
desire legislation which has some permanence, which has some con- 
tinuity, and I feel that enters into this whole situation too. 

Senator Monroney. But you would not envision that every route 
extension over a normal terrain, would have to have a special rate for 
that particular route segment approved for this space available 
carrier ? 

Mr. Moore. No, sir. 

Senator Monroney. But as I understood it now these three air- 
lines did decline to accept it on that basis? 

Mr. Moore. At the present rate, yes, sir. 

Senator Jorpan. Mr. Chairman, could I ask a question ? 

On this experimental basis now, you are carrying pouch mail only; 
is that correct, from point to point ? 

You are not working any mail en route? 
Mr. Summerrretp. That is correct. 
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Senator Jorpan. You are just transporting pouch mail from city 
to city ? 

Me Seapine, That is correct, sir. 

Senator Carison. General, reading section (d) here, I notice in 
addition to mail on which airmail or air parcel postage has been paid, 
then we come to this language, “Any other classes of mail bearing the 
appropriate postage for its respective class,”’—what effect would it 
have, as far as the Department is concerned, if we struck out that 
language, that I just emphasized there, the language which reads, 
“Any other classes of mail bearing the appropriate postage for its 
respective class.” If that were done, that would retain second, third, 
and four class for other transportation. 

What would be the views of the Department on that ? 

My attention has been called to the fact that if we did that it would 
strike first class also. My thought was it would retain first class, but 
I notice it does not. 

Mr. Moore. That is right, sir. 

Senator Monroney. We are anticipating what will probably be said 
later in the hearings, and I am certain there will be some testimony 
in the course of the hearings to limit this to first-class movement. 
Would it not be advantageous, particularly where you have no rail 
schedules, or where you have feeder lines with empty space to which 
you are paying high subsidies now, to have that elbowroom to place, 
even at the early stage, some parcel post and some second- and third- 
class mail. 

Mr. Summerrietp. Mr. Chairman, if it is the purpose of the Post 
Office Department to move mail as expeditiously as ible, that in- 
cludes second-, third-, and fourth-class mail and if the method of 
transportation used is no longer available, it certainly seems obvious 
it would be necessary, as well as desirable, that the Department have 
an opportunity to exercise its proper function in using whatever other 
transportation means are available. That is the purpose for which 
the Department was created. 

Senator Monroney. In other words, though this is intended to be 
used mainly on a space-available basis. 

Mr. Summerrie.p. That is correct. 

Senator Monroney. If you would start slugging all the scheduled 
carriers with your second, third, and fourth class, it would just be 
sitting there, it would not be moving expeditiously, because there is not 
enough air carriage at the moment to move all that. 

We are talking in terms of 2,614,538 tons and we do not have that 
kind of an airlift. So what you are anticipating is with the present 
capacity, present space evaitabta: you are talking about the movement 
of first-class mail, over 300 miles, by air. But you need the elbow- 
room, so that places like Puerto Rico or Alaska, or where train serv- 
ice between two localities no longer exists, without going 100 or 200 
miles out of the way to reach it, you can still put on some of this 
other cargo. 

Mr. SumMerrtevp. That is correct, sir. 

Senator Monronry. And this “space available” approach would 
allow you to do that, if you have some that is backed up and needs 
to move that way, while that method would be denied you if we 
limited the bill to first class. 

43893—59 3 
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Mr. Summerrie.p. That is correct. 

Senator Monroney. And I trust that you are going to adjust this 
judiciously. The objective, you said, and the most important thing, 
is to serve the public by a faster, more expeditious delivery of mail 
by a method which the Post Office’s 5-year test has shown has cost 
the Government no more money than the movement in a slower way by 
surface. 

Mr. Summerrie.p. That is correct. Because we have been able to 
maintain satisfactory first-class mail service. 

Senator Monroney. Now I wish Mr. Moore would elaborate a little 
bit on your intentions—I believe you said a moment ago it would be 
to move most all of this mail by a common carriage rate adopted and 
approved by the CAB. 

Mr. Moors. That is correct, yes, sir. 

Senator Monroney. Would you elaborate on that now ? 

Mr. Moore. The intent, Mr. Chairman, is that subsection (e) would 
be used only in a few instances. We envision the use of this contract 
authority in unusual situations where interline arrangements are nec- 
essary or where there are complicated traffic movements. It may be 
necessary to resort to the authority in subsection (e) in emergencies. 
It contains sufficient flexibility so that the Post Office Department 
is put in the position of moving mail at the lowest possible cost to 
the taxpayer. 

I believe Mr. Sessions, Deputy Postmaster General, might have 
some views on this particular section of the bill. Ifthe chairman will 
permit, I would like to ask him to comment. 

Mr. Sesstons. Mr. Chairman, I would like, with your permission, 
to read this short prepared statement. I think it clearly defines some 
of the points that have been raised. 

Mr. Chairman and members of the committee, I do not have a 
lengthy prepared statement. However, I should like to emphasize 
several issues which have been mentioned by Postmaster General 
Summerfield. As the Postmaster General said, our postal trans- 
 eomapi and distribution system is extremely complex. In fact, it 

as no transportation counterpart in industry or government here in 
our great nation or anywhere in the world. 

If we are to solve the myriad of daily operating problems which 
we face, if we are to move mail expeditiously, without waste of the 
taxpayers’ money, at least a normal amount of discretion in the pro- 
curement of transport service is essential. 

Throughout the history of the postal service, Con has rec- 
ognized the importance of permitting the Postmaster Gunansl to pro- 
cure transportation by contract. By statute it has permitted him 
from the very beginning of our constitutional postal service in 1789 
to the present time to contract for a term of years for highway, water 
and rail transportation. 

The only exception has been air transportation, and this only since 
1938, when the Congress enacted the first comprehensive civil aero- 
nautics law. 

Under this act mail payments were established not as payments 
for mail service sonaal, but as the instrument for subsidy grants 


and rates pa: d by the Civil Aeronautics Board. 


Natural 


y the Postmaster General could no longer contract with air 
carriers. 


© was required instead, as the agent through whom Gov- 
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ernment assistance was granted, to pay the rates prescribed by the 
Board on the basis of air carriers’ financial need, rather than for 
mail service performed. 

The situation has changed considerably. Subsidies are no longer 

aid by the Post Office Denartuidt, but by the Civil Aeronautics 
oard. Moreover, only a small segment of the total U.S. air carrier 
service are now subsidized. 

Mail payments, once the principal source of air carrier revenues, 
now amount to less than 3 percent of their total. We ask in this leg- 
islation merely that contract authority be authorized so that the Post 
Office Department and the air carriers may be free to act promptly, 
when and where necessary, to arrange for different rates under dif- 
ferent conditions of service. 

The legislation provides that the Civil Aeronautics Board will be 
consulted at the outset of negotiations on any contract. Time and 
expense will be saved by the carriers, the Board, and the Post Office 
Department. 

The question may be raised as to whether the contract authority 
may lead to unhealthy competitive practices. 

Rest assured this will not occur. In fact, the Post Office Depart- 
ment will not only take every measure to avoid it, we will not tolerate 
it, for unless we have a sound operating and contractural relationship, 
the postal service will suffer. To be doubly sure that a sound situation 
be maintained, the proposed legislation provides, (1) the CAB in 
most cases will fix the rates of compensation for the movement of 
all classes of mail by air; (2) if a carrier and the Post Office Depart- 
ment wish to enter into a special contract for any class of mail, except 
air mail and air parcel post, they may do so at different rates; (3) 
before entering into the contract, the Post Office Department will con- 
sult with the Civil Aeronautics Board; (4) upon the termination of 
the contract, it may not be renewed if disapproved by the Board. 

Mr. Chairman, our Nation is experiencing an evolution in its na- 
tional transportation pattern. With our obligation and responsibility 
under the law to move more than 60 billion pieces of mail each year, 
we in the postal service must be prepared for whatever changes occur 
in this transportation system. 

The sense of urgency in connection with this legislation, it should 
be emphasized, relates primarily to the conditions which will exist 
if present trends continue. 

We cannot wait until the last moment to provide the postal service 
with proper safeguards. We cannot continue to improvise with sur- 
face transportation which is inadequate, when air transportation is 
available and will efficiently speed up the delivery of all classes of 
mail. 

I am certain that you, as members of the Senate Post Office and 
Civil Service Committee, who are charged with enacting wise legisla- 
tion for the postal service, agree that it is necessary to prepare for the 
future. We cannot stop the progress which is indicated in our mode 
of transportation. We must be prepared to take advantage of the 
fastest available means of moving the mail. 

This is in the interest of the taxpayer, the postal patron and the 
American public. It is on this basis that we al Congress to approve 
this legislation. 
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Senator Monroney. Thank you very much. 

In other words, what you propose in this section (e), it is for special 
cases, special routes, an cnvciatinnd factors. 

Mr. Moore. Special conditions, yes. 

Senator Monroney. This would even visualize, would it not, a 
contract for full planeload of mail, in many cases, where your move- 
ment will be very heavy and unmixed with normal air traffic, either 
passenger or mixture of commercial air cargo and it would endeavor 
to take advantage of extraordinary volume and freedom from unload- 
ing at many stops in the movement of high-volume mail between two 
points. 

Mr. Summerrie.p. Particularly at Christmas time, sir. 

Senator Monroney. That is another point. 

Then you would be able, under this section, to perhaps go into 
the market and under wise contracting, let a contract for this particu- 
lar type of movement that would be at variance, perhaps lower, than 
the CAB rate, but you would consult with them as to what a com- 
pensable rate would be. 

You would not seek to get something below a compensable rate. 

Mr. Summerrtevp. That is correct. 

Senator Monroney. We have had some experience in military haul- 
age, where we have seen contracts, or bids, go below the normal mainte- 
nance and operational requirements for good air operations. And we 
do not feel—and I am sure the CAB does not feel—we have encourage 
a substandard type of operation. Only by a compensable rate which 
would enable them to hire qualified pilots, and have proper mainte- 
nance on their planes, would the post office itself be well served. It 
certainly shoud be your intention not to seek the lowest possible rate, 
if it were being made by a plane held together by bailing wire or 
subject to frequent breakdowns or danger to life or safety on takeoff 
or landings or even operations. 

Mr. Summerrievp. That is correct, sir. 

Senator Monroney. And any consultation with the CAB, would 
have to be more than a casual matter. It would be advisory as to what 
might constitute a compensable rate for the adequate maintenance and 
carriage of the mail, as well as just the low dollar figure. 

Is that correct ? 

Mr. Summerrietp. That is correct, Mr. Chairman, I want to assure 
you we fully expect and intend to work cooperatively with the CAB, 
immediately following the passage of this legislation. 

Senator Monroney. Now you of course are familiar with the over- 
seas operations, where there was a so-called open mail rate that some 
of the overseas carriers enjoyed, which led to long delays, sometimes 
3 or 4 years in finally establishing the rate of mail pay for overseas 
operations. 

I don’t believe that applies to any domestic operations. But you 
would not, under any circumstances, wish to tolerate an open mail 
rate for this class. 

Mr. SUMMERFIELD. Oh, no. 

Senator Monroney. I think that should be absolutely clear for the 
record, that it would leave you in a position of jeopardy, not knowing 
what the service is costing until 3 or 4 years later. 

Mr. Summerrietp. Such a course has never occurred to us. 
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Senator Monroney. I mention that because it has been mentioned 
to me a few times since this bill has been introduced and it would be 
absolutely inconsistent with the purposes of this bill, to let out a 
contract for carriage, the cost of which you could not possibly know 
until the Civil Aeronautics Board, at some future date, could possibly 
fix a mail rate which would be retroactive for the period of time they 
had been considering it. 

Mr. Summerrietp. The Department would have no objection, Mr. 
Chairman, if you so state in the legislation. 

Senator Monroney. Do you have anything further to add? 

Mr. SUMMERFIELD. I have not, Mr. Chairman, except to say, thanks 
to you. 

Benatee Monroney. We compliment you on your knowledge and 
foresight in this matter and I am sure you will be recorded in the 
annals of Postmasters General, as the man who put the first-class mail 
in the air and dramatically shortened the time required for this essen- 
tial service. 

Mr. Moore, I want to also compliment both you and Mr. Sessions 
for your work and study on this matter and for your culmination of 
this 5-year test in the offering of this proposal. 

We thank you very much. I hope that someone from your Depart- 
ment will be on hand at various times during these hearings, which 
I expect will probably run at least until a week from Monday, 
although perhaps not daily. We expect to hear all interested parties 
that have something to contribute, and I would advise anyone in the 
room that wishes to testify to get in contact with Mr. Brawley, the 
executive director of the committee, so we can arrange our witness 
schedule. 

We thank you very much for your time and consideration you have 
given to this matter. 

Thank you again. 

(The charts referred to by Mr. Summerfield and Mr. Moore follow :) 
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Senator Monronery. I see Mr. Chan Gurney. here from the Civil 
Aeronautics Board. Since the other two members have other noon 
engagements, I wonder if it would not be better to continue our hear- 
ings at 2:30 this afternoon, at which time we will be delighted to hear 
from Mr. Gurney. In the meantime, Mr. Joseph P. Adams, a former 
distinguished member of the Civil Aeronautics Board and now Wash- 
ington representative of the Association of Local Transport Airlines 
is here. 

I understand he has a short statement, and was to appear later, but 
due to a meeting of the Association of Local Transport Airlines this 
next week he will not be able to appear later in the hearings. 

Mr. Adams, we are happy to have you back before this committee 
and to receive your statement, and we recognize your right to appear 
as some of your members are vitally concerned with this legislation. 


STATEMENT OF JOSEPH P. ADAMS, ATTORNEY AND COUNSELOR AT 
LAW, WASHINGTON, D.C., REPRESENTING THE ASSOCIATION OF 
LOCAL TRANSPORT AIRLINES 


Mr. Apams. Thank you, Chairman Monroney. 

As stated, your committee had intended this Association of Local 
Transport Airlines to appear during next week’s hearings. On learn- 
ing that the association and the managements representing the airlines, 
together with their staffs, will be attending this meeting in Alaska, 
your committee graciously permitted his statement today. 

My name is Joseph P. Adams. I appear as executive director for 


the iation of Local Transport Airlines, 

I should like to briefly refer to the history of this development, Mr. 
Chairman. I think that it would be hel to the committee if we 
consider this carriage of nonpriority mail by air in two phases. 

Now, the first phase has been touched on by the Postmaster General 
and I should like to recount my understanding of the first instance 
of the carriage of this nonpriority or surface mail by air. It was, 
in my opinion, during the Christmas season, during the Christmas 
rush, and that was the first use by the Postmaster General of the 
certificated carriers for the carriage of this surface mail. I think 
that is quite important, because it gives the birth of this proposal 
as being connected with the public interest and the public service 
and there was at no time at the inception of this program any thought 
that it would be assisting certificated local carriers or that it would 
be detrimental to any other form of transport. 

The first use of this carriage of mail by air was in the public 
interest during the holiday season, when other means of carriage were 
found inadequate. That experiment was later followed by the experi- 
ment with which you and your committee are familiar; that is, the 
rates that were set between New York and Chicago and other points 
in the country. But I do think it is important to consider this in the 
two phases that now exist. 

Following this development of the experiment—it was made in 
cooperation with the Civil Aeronautics Board. There is present] 
a Board order, No. E-11073, dated the 28th of February 1957, whic 
sets a rate for the local service carriers at 30 cents a ton-mile, This 
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order fixing final mail rate is presently in existence and it will con- 
tinue for an indefinite period. 

Now I should also like to refer briefly to this first phase of the 
carriage by referring to the independent offices appropriations bill, 
which was Calendar No. 417 in the 86th Congress, 1st session. While 
the Postmaster General has referred to this, I feel it important to read 
this statement. This is a statement on page 3 of the report entitled 
“Payments to Air Carriers”: 

These carriers have unused capacity which would permit them to handle sub- 
stantially greater volumes of such mail. Their use for this purpose would sub- 
stantially reduce the subsidy requirements for this group of carriers without 
significant increase in the costs to the Post Office Department of transporting 
the mail involved. In many instances it would also provide a substantial im- 
provement in postal service. The committee has requested the Civil Aero- 
nautics Board to immediately institute discussions with the Post Office Depart- 
ment to effect the actions suggested. 

I should like to report, Mr. Chairman, to this committee, that the 
agencies of Government that were discussed in this report have been 
in conference on this proposal to increase the present carriage of 
nonpriority mail by air. 

I should like to further report that the Association of Local Trans- 
port Airlines has this matter as an agenda item for its meeting in 
Alaska, which opens on July 28. At this meeting the Post Office 
Department is cooperating to the extent of having a senior staff 
member, Mr. James Gildea, attend the meeting. Together with this 
cooperation we have the splendid cooperation of the Civil Aeronau- 
tics Board, who will have technicians from their mail section to work 
out the phase 1—that is, what can be done under phase 1 to continue 
this mail carriage. 

Now, I believe it is important, further, to put in focus the amount 
of money we are talking about, insofar as it affects the 13 local service 
carriers, under phase 1; that is, the present carriage. 

I am referring now to “Service Mail Pay and Subsidy for U.S. 
Certificated Air Carriers,” an official publication of the Civil Aeronau- 
tics Board, dated October 1958. I refer further to appendix No. 6 of 
this report and there we find, Mr. Chairman, that in 1958 there were 
359,000 ton-miles of this mail carried by the 13 local service carriers. 
And for 1959, the Civil Aeronautics Board estimated this will be 
882,000 ton-miles. 

Now translated in the 30-cents-per-ton-mile rate, which is the pres- 
ent rate, this is something approximating $110,000. So, between 
the 13 carriers, at the present time it is relatively insignificant. 
But to the extent that it is insignificant—phase 2, namely, what may 
be done, should you pass S. 2402—we can look to the expansion of 
this as a se source of reduction of subsidy. For each additional 
$1,000 or $10,000 of this revenue that is provided, either under phase 
1 or under the potentialities that are possible under phase 2, in the 
enactment of this legislation, you will reduce the subsidy exactly to 
that amount. 

Now, I should like to say further that the Association of Local 
Transport Airlines will be happy to present in more detail one or 
two examples of a local service carrier, applying iit to the present 
subsidy rate and giving your committee a better understanding of 
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just what an increase in this carriage of mail might mean to the local 
service carriers. 

I think also that it is important, in considering phase 2, that we 
consider the public interest concept. These local service carriers 
serve approximately 282 cities, exclusively, with airmail transpor- 
tation. In other words, if this program of carrying nonpriority mail 
by air is to be effective, in the greatest good, it is important that these 
local service carriers participate actively, because it has been men- 
tioned here that these rail cars are being taken off the rail carrying 
system. 

” Pare is also a development that this Congress has supported, and 
that is the improvement of the route system of the local service car- 
riers. In that case, each year there have been cases brought before 
the Board and the Board has acted, taking the trunkline service from 
some of the smaller communities, and that results in that service exclu- 
sively by local service carriers. 

So if we are to realize the greatest good from the public service 
concept, of the improvement of the mail service, it is most important 
that this national network of local service airlines be permitted to 
participate to the fullest extent possible. 

I wish to assure you, Mr. Chairman, that we will advise you of our 
actions taken in concert at the meeting in Alaska, to the end that we 
might further support the work of your committee and the successful 
enactment of S. 2402. 

Senator Monroney. Although the testimony was on the basis of air 
movement of mail over distances of 300 miles or more, there is nothing 
in the bill that limits it to that distance. “Whenever the Postmaster 
General shall find it to be in the public interest, because of the nature 
of the terrain or impracticability or inadequacy of surface trans- 
portation, and where the cost thereof is reasonably compatible for 
service to be provided, he may provide for the transportation of any 
class or all classes of mail by any air carrier * * *.” This would and 
should allow for the use of local service carriers, who have short hauls, 
where time can be saved by carriage of this mail on shorter distances, 
so that it should be dispatched under the provisions of this bill? 

Mr. Apams. Yes, Senator Monroney. And if there is even an im- 
plication that the present language of the bill would restrict or hamper 
the greater use of these local service carriers in the carriage of 
this no priority mail, I would urge that language be given further 
study. 

Senator Monroney. It is just as important, if a town is 150 miles 
but has no rail transportation, other than maybe going 200 miles out 
of the way to get there, that the mail be dispatched on as speedy a 
basis as possible. 

Mr. Apams. Yes, sir. 

Senator Monronrey. We thank you very much for your statement. 
We will welcome some testimony from your operators and yourself 
when you return from your convention. We will be happy to accom- 
modate you. 

Mr. Apams. Thank you, Chairman Monroney. On behalf of the 
Association of Local Transport Airlines, we certainly appreciate this 
opportunity to appear out of order. Thank you. 
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Senator Monroney. I have before me a telgram from the Ozark 
Airlines, and one or two others in my office which I will put in the 
record at this point, urging the prompt and favorable consideration 
of this legislation. ) , 

T also have an important telegram from Mr. A. H. Bisson, chairman, 
Pan American Council No. 10 of the Air Line Pilots Association, say- 
ing: “Miami based Pan American pilots of the Air Line Pilots Asso- 
ciation strongly urge passage of S. 2402.” : : 

I will put those in the record and others we receive during the day. 

(The communications follow :) 

St. Louis, Mo., July 22, 1959. 
Hon. A. S. Mrxe MonrRoney, 
U.8. Senate, Washington, D.C.: 

Ozark Airlines, Inc., strongly endorses S. 2402 which would grant the Post- 
master General authority to move any class of mail by air when in the public 
interest because of the impracticability or inadequacy of other transportation. 
We regret that due to a meeting of A.L.T.A. in Anchorage, Alaska, we will be 
unable to attend the subcommittee hearings to present our view on this important 
piece of legislation. ss 

Ozark AIRLINES, INC., 
JOsEPH H. FITzGERALD, 
Ezecutive Vice President. 


Mramt, Fta., July 22, 1959. 
Senate PostTorrice AND Civit Service CoMMITTEE, 
U.8. Senate, Washington, D.C.: 
Miami based Pan American pilots of the Air Line Pilots Association strongly 
urge passage of S. 2402. 
A. H. Bisson, 
Chairman P.A.A. Council 10. 


goon Monroney. Thank you very much for appearing here 
ay. 

The committee will stand in recess until 2:30 this afternoon, at 
which time we will hear Mr. Chan Gurney and members of the Civil 
Aeronautics Board. 

(Thersupon, at 12:15 p.m., the subcommittee was recessed, to re- 
convene at 2:30 p.m., this day.) 


AFTERNOON SESSION 


Senator Monroney. The Subcommittee on Post Office will resume 
its hearings. 

Our first witness this afternoon is the Vice Chairman of the Civil 
Aeronautics Board, Mr. Chan Gurney. We are happy to have you 
back before this committee, Mr. Chairman, and I see you have a pre- 
pared statement. Do you wish to dispose of that, and then proceed 
. to testify in your own way? 
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STATEMENT OF HON. CHAN GURNEY, VICE CHAIRMAN, CIVIL 
AERONAUTICS BOARD; ACCOMPANIED BY ARTHUR SIMMS, 
SPECIAL COUNSEL FOR RATES, OFFICE OF GENERAL COUNSEL; 
ROSS I. NEWMANN, ASSOCIATE GENERAL COUNSEL; M. C. MULLI- 
GAN, DIRECTOR, BUREAU OF AIR OPERATIONS; IRVING ROTH, 
ASSOCIATE DIRECTOR OF BUREAU OF AIR OPERATIONS; HARRY 
H. SCHNEIDER, CHIEF, RATES DIVISION; AND WILLIAM 
KLOEPFER, CHIEF, OFFICE OF INFORMATION, CIVIL AERO- 
NAUTICS BOARD 


Mr. Gurney. Thank you very much, Mr. Chairman. I want to 
first introduce the members of our staff who are with me. My left 
tackle is Mr. Ross Newmann, Associate General Counsel. On my left 
end is Arthur Simms—and you being from Oklahoma will under- 
stand all this I am sure. My right tackle is Mr. M. C. Mulligan, Di- 
rector of the Bureau of Air Operations, and on my right end is Irving 
Roth, Associate Director of the Bureau of Air Operations. And in 
reserve we have Mr. Harry H. Schneider, Chief, Rates Division, and 
William Kloepfer, Chief, Office of Information. 

Senator Monroney. We are glad to have you and your staff here. 

Mr. Gurney. Thank you. The Board appreciates the opportunity 
of appearing before this committee and presenting its views with re- 
spect to S. 2402. We understand that during the past years the Post 
Office Department has been conducting a transportation study. Al- 
though the Board has not been given an opportunity to review either 
the factual findings or the conclusions and recommendations con- 
tained in the Post Office study, it is our understanding that the 
volume of mail available for transportation by air under the Post 
Office proposal would be of considerable magnitude. 

At the outset, Mr. Chairman, let me make it clear that the Board is 
in complete accord with the objective which this bill seeks to accom- 
plish. The Board is strongly in favor of substantially increasing the 
volume of mail which moves by air. There are certain features of 
S. 2402, however, which might create serious problems in the air 
transport industry, and therefore we feel that certain provisions of 
the bill should be carefully reviewed by this committee. 

I am sure the members of this committee are well aware of the 
chaotic situation which prevailed in the air transport industry prior 
to the passage of the Civil Aeronautics Act of 1938. The Copeland 
report (S. Rept. No. 185, 75th Cong., 1st sess., p. 31) contains an 
excellent description of this situation, and I would like to take time 
to read just a paragraph from that report : 

Because of the lack of proper legislation, the domestic air-transport industry 
has not had the benefit of properly coordinated Federal regulation. With the 
airmail law undergoing fundamental revision every second or third year, and 
with the suggestion of a periodic reawarding of airmail contracts by a com- 
pletely new process of competitive bidding, periodically raising its head, no 
operator can plan either confidently or intelligently. There is need for an official 
body which can keep in close touch with the air transportation situation, watch 
developments, study the larger problems, foresee dangers which are impending, 


promote the cause of coordination and advise both the President and the Con- 
gress in regard to air transportation policies. 
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Congress sought to remedy this situation and wisely set forth in the 
Civil Aeronautics Act of 1938 certain policy directives which were 
to be followed by the agency means for the regulation of the 
air transportation industry. These directives have been carried into 
the Federal Aviation Act of 1958 without change. 

Section 102 of the Federal Aviation Act directs the Board in the 
exercise and performance of its duties to consider the encouragement 
and development of an air transportation system properly adapted 
to the present and future needs of the foreign and domestic commerce 
of the United States, of the postal service, and of the national de- 
fense. But the congressional mandate does not stop there. The 
Board is also charged with the regulation of air transportation in 
such manner as to foster sound economic conditions. In addition, it 
must promote adequate, economical and efficient service at reasonable 
charges without unjust discrimination, undue preferences or advan- 
tages, or unfair or destructive competitive practices. 

Congress in its wisdom did not divide these responsibilities among 
several agencies of the Government. They were written into the act 
as guidelines and policy directives from the Congress, and the Board 
has not taken these responsibilities lightly. The tremendous develop- 
ment of the air transportation industry during the past 20 years is 
perhaps the best evidence of the wisdom of Congress in prescribing 
the regulatory pattern originally embodied in the Civil Aeronautics 
Act of 1938 and now contained in the Federal Aviation Act of 1958. 

One of the basic regulatory tools which Congress has provided is 
the power to regulate the rates (and related practices) of the air 
carriers. The authority to regulate rates in domestic air transporta- 
tion, which is vested solely in the Civil Aeronautics Board, is not 
confined to a single class of traffic, but embraces all traffic moving by 
air. In regulating or prescribing rates for the various classes of 
traffic in domestic air transportation, one of the basic objectives is to 
assure that each class of traflic—passengers, property and mail—bears 
its proper share of the total cost of the service. 

n this regard, it should be kept in mind that up to now practically 
all mail has been carried as a joint product together with other 
classes of traffic on the same aircraft. While the volume of mail 
carried by air has not been substantial as compared to the total 
volume of all other classes of traffic, we expect that in the future mail 
will constitute a substantially greater percentage of the total traflic. 
This means that the relationship of the rates for mail to the rates 
o passengers and property will become even more significant in the 

ture. 

In its regulation of the air transportation industry, the Board, 
through its route pepeeetinge, has tried to achieve a competitive bal- 
ance among air carriers. This has been augmented by the establish- 
ment of uniform service mail rates to enable the Post Office Depart- 
ment to utilize the services of all air carriers on an equal basis. Un- 
less S. 2402 is modified, the Board might be unable to maintain the 
competitive balance which now exists in the air transportation indus- 
try and which has taken years to achieve. In this regard, we note that 
the bill contains no provision requiring the Post Office Department to 
offer the mail without discrimination to any air carrier eligible to 
carry such mail. We think such a provision 1s necessary. 





the 
ere 
the 
nto 


the 
ent 
ted 
Tce 
de. 
Che 
1 in 
1, it 
ible 


‘an- 


ong 
act 
ard 
lop- 
S 1s 
ing 
ties 
958. 
d is 
air 
rta- 
not 
r by 
3 of 
s to 
PATS 


ally 
ther 
nail 
otal 
nail 
uffic. 
‘ates 
the 


ard, 
bal- 
lish- 
vart- 
Un- 
the 
dus- 
that 
it to 
le to 


AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 41 


The problem of airlift procurement at rates which fail to yield the 
carriers the full economic cost of the service is one of long standing. 
There were similar economic and safety problems stemming from com- 
petitive bidding for airmail contracts which led the Congress in 1938 
to pass the Civil Aeronautics Act. More recently, the Board has been 
deeply concerned with the competitive bidding practices of the De- 
partment of Defense in procuring civil airlift. 

S. 2402, as presently drafted, is inconsistent with the basic regula- 
tory concept which Congress so carefully laid down in the Civil Aero- 
nautics Act of 1938. Instead of having one agency responsible for the 
establishment of mail rates, this authority would be divided between 
two agencies, and neither the Post Office Department nor the Board 
could provide adequate regulatory control. 

Let us assume that the Post Office enters into a contract at a rate 
which is unduly low. If the mail is carried at a loss, this means that 
the cost of the mail service must be borne by the other classes of traf- 
fic—either the passenger service or the property service. If the car- 
rier is subsidized, an increase in subsidy may be required. The Post 
Office Department, whose primary interest is to move the mail at the 
lowest cost to the Department, would not be concerned with the overall 
economic impact upon the industry. The Board, on the other hand, 
which has this responsibility, would be powerless to take appropriate 
action under the provisions of S. 2402 as now drafted. 

Under this bill, the Post Office Department would be required to 
consult with the Board before entering into a contract and no con- 
tract could be renewed if the Board found the rate to be unfair or 
unreasonable. These provisions would not provide effective control 
by the Board over the rates, because the Post Office Department, after 
consulting with the Board, would be free to enter into whatever con- 
tract it desired. Nor would a veto power over the renewal of such 
contracts remedy this situation. Not only would the Board be pre- 
cluded from passing upon the rate for a period of 2 years, but the 
Post Office Department could negotiate a new contract at the end of 2 
years in which case there would be nothing for the Board to pass 
upon. 

I must again emphasize the fact that the Board strongly supports 
the objective of S. 2402 of increasing the volume of mail which moves 
by air. We do not believe, however, that in order to achieve this ob- 
jective it is necessary to upset the proved and accepted regulatory 
| yenperem laid down by Congress in the Civil Aeronautics Act and which 

as proved so successful for more than 20 years. Nevertheless the 
Board does agree with the Postmaster General that some modifications 
to the mail rate fixing procedure of the Federal Aviation Act should 
be made in order to provide the Postmaster General with the flexibil- 
ity that he needs if the Post Office is to accomplish its objective. 

The mail rate machinery is prescribed in section 406 of the Federal 
Aviation Act. Under that provision, rates for the transportation of 
mail are established by the Board after notice and opportunity for 
hearing. While the Board has developed procedures under which 
we have been able to establish service mail rates, including rates for 
nonpriority mail, quickly and expeditiously, this system is not readily 
adapted to the establishment of specially tailored rates designed to 
meet the particular circumstances of the hundreds and possibly thou- 
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sands of segments over which the Postmaster General may wish to 

move the mail by air. We do not believe that the Postmaster General 

should be put to the burden of having to comply with the ratemaking 
rocedures of section 406 each time he wishes to institute a new mail 
y air service between a given pair of points. 

We think, Mr. Chairman, that the objective of giving the Post- 
master General the needed flexibility to establish rates quickly and 
expeditiously can be accomplished without at the same time destroy- 
ing effective regulation of the rates. In brief, we propose that rates 
for the transportation of nonpriority mail should be handled in much 
the same manner as the rates for the transportation of persons and 
property. Under such a procedure, rates would be fixed initially by 
agreement between the carrier and the Postmaster General. That 
rate would then be filed with the Board 30 days prior to its becoming 
effective, and the Board would have authority to reduce the filin 
period under special circumstances. In most cases, the rate woul 
automatically go into effect at the end of 30 days without Board action 
of any kind. However, in those circumstances where there was sound 
reason to believe that the rate was uneconomically low, the Board 
would have power to suspend the rate for a limited period of time 
and the carrier and the Post Office Department could then either have 
a hearing on the matter, or be afforded an opportunity to revise the 
rate. If, after such hearing, the Board found the rate to be un- 
economic, it could order it canceled. The procedure would also en- 
able the Board to institute a proceeding at any time to investigate an 


existing contract rate which, while it may have appeared originally 
to have been economic, eae turned out to be unduly low. If 


after notice and hearing the Board found that an existing rate was in 
fact uneconomic, the Board could direct the rate be canceled. Such 
action by the Board would, however, be prospective in nature and the 
Board could not require any retroactive adjustment in the contract 
rates. 

We believe that the foregoing procedures, which utilize the essential 
principles of the tariff machinery applicable to rates for both passen- 
gers and property, are realistic and practicable. The Post Office 
would at all times know the rate at which the mails were carried and 
it would never be an open rate situation. These procedures would 
give the Postmaster General the maximum amount of freedom, to ar- 
range for air transportation by agreement with air carriers subject 
to a minimum amount of Board interference. There would be no 
necessity for limiting the Postmaster General’s authority to make long- 
term contracts if he found that desirable and such contracts would be 
binding upon the parties subject only to the Board’s power to order the 
rates adjusted on a prospective basis after notice and hearing. The 
utilization of such procedures would permit the Post Office Depart- 
ment to accomplish the objective of S. 2402 and at the same time 
would eu the Board’s rate regulatory powers, which are so 
essential if the Board is to fulfill the statutory directives of the 
Congress. 

That completes my prepared statement, Mr. Chairman. 

Senator Monroney. Thank you very much, Mr. Gurney, for your 
statement. In the text of your statement you refer primarily in the 
rate matter, I think, to the provisions of the bill in section (e). 
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Mr. Gurney. That is right. 

Senator Monroney. You seem to ignore, on the basis of your state- 
ment, or perhaps it is because you are in agreement with it, the fact 
that the principal section of the bill as testified to by the Postmaster 
General and his assistants this morning was section (c) of the bill. 

Now let me ask you: Do you find any complaint with section (c) ? 

Mr. Gurney. I believe section (c) is all right, Mr. Chairman. 

Senator Monroney. In other words, if the bill stopped at section 
(c) and section (d), it would have your complete and wholehearted 
support, without change, is that correct ? 

Mtr. Gurney. That is right. 

Senator Monroney. You heard the testimony, however, this morn- 
ing that in the great majority of cases the Postmaster General would 
expect to utilize these two primary sections, and that for special 
services of varying nature he intended to use section (e) ? 

Mr. Gurney. That is our plan, that they would confer with the 
Board, but we would believe that it would be better to have the specific 
language in the bill that would give us about the power I outlined 
in the statement I just made. 

Senator Monroney. In other words, you like that power as to sec- 
tion (e) ? 

Mr. Gurney. That is right. 

Senator Monroney. It seems to me that section (e) in some form 
belongs in the act, and I cannot agree with those who want to carry 
all mail, regardless of the quantity or frequency of service, at common 
carriage rate or at the same rate that would apply on a space-available 
basis. As I envision it, from the testimony this morning, the Post- 


master General en ag full planeloads moving at certain fre- 


quencies, which would by their very nature require different treat- 
ment than normal movements under sections (c) and (d), which 
would be under the common-carriage rate prescribed by the Civil 
Aeronautics Board. 

Mr. Gurney. Mr. Chairman, the space-available basis is not antic- 
ipated in this bill at all. 

Senator Monroney. According to the testimony this morning, it 
is anticipated, and that is the way they expect to use it, similar to 
the test which I understand has been on a space-available basis dur- 
ing these past 5 years under rates established by the Civil Aeronau- 
tics Board. 

Mr. Gurney. Well, this law here would require the airlines, when 
the mail was offered, if the bill became law, if any class of mail was 
offered to an airline, they would have to carry it under section (d). 

Senator Monroney. Under such conditions as the Postmaster Gen- 
eral may find—as I understand it, he may authorize the carriage of 
all classes of mail. Now obviously, the Postmaster General would 
not be able to displace priority airmail or priority passenger service 
and still get a minimum rate, I would not believe. It may be that the 
language might be necessary to distinguish between the two classes of 
service. 

Mr. Gurney. I think it ought to be made plain, Mr. Chairman, but 
I believe it could be, or cout not be on a space-available basis under 
section (d), and of course we do not think it could displace any 
priority mail like airmail and air parcel post. 


43893—59——_4 
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Senator Monroney. Of course if it did, or if passengers could 
displace high priority mail such as airmail, there would be no excuse 
for the 38-cent or 40-cent ton-mile rate which you are paying the 
airlines for carrying it, is that not true? 

Mr. Gurney. I would agree with that. 

Senator Monroney. Any time the airmail is offered to an airline, 
that airline must carry it on the first schedule out, even though it 
means off-boarding passengers to achieve that end, is that not correct ? 

Mr. Gurney. That is correct. 

Senator Monroney. It has priority above and beyond the first- 
class passenger service. 

Mr. Gurney. That is correct, the passengers have to give way for 
the priority mail. 

Senator Monroney. That is for the reason—and it is a quite proper 
one, I think—that mail must move first and that is the reason for the 
differential between the rates at which the same airline may charge 
to carry airmail (say at 35 cents or 38 cents) and the rate at which 
you authorize them to carry the nonpriority first-class mail (at about 
19 cents). 

Mr. Gurney. The 19-cent rate was on an experimental basis for a 
temporary period of time, which has now grown into about 5 years. 
The Board never held a hearing and decided whether or not that was 
a cost-plus basis or if it represented the actual cost to the airlines, or 
whether it gave them a profit on carrying that part of the cargo. It 
was just an ee between the Postmaster—a tripartite agreement 
between the Postmaster, the Board, and the carriers to find out just 
what it would do for both the mail and the carriers. 

Senator Monroney. During this 5 years, did you have any com- 
plaints that the 19-cent rate was too low? 

Mr. Gurney. Yes, there have been quite a few statements given to 
the Board informally that with costs going up they would like to 
turn in evidence some time as to whether or not this was making the 
proper return to the carriers. There has never been any formal paper 
filed on that that I know of. 

Senator Monroney. The classes of carriers that are certificated by 
the Civil Aeronautics Board to carry mail are the scheduled airlines, 
passenger carrying airlines—— 

Mr. Gurney. That is right, both trunk and subsidy carriers, trunk 
and local carriers. 

Senator Monronry. They are certificated to carry all types and 
class of mail? 

Mr. Gurney. That is right. 

Senator Monroney. And in addition the scheduled cargo car- 
riers—— 

Mr. Gurney. All-cargo carriers are certificated to carry mail now. 

Senator Monroney. Are the nonscheduled, or supplemental carriers 
certified to carry mail? 

Mr. Gurney. They are not certified to carry mail at the moment; 
no, sir. 

Senator Monroney. Would you envision that the common carriage 
of mail provided for in section (c) would be a universal common car- 
riage rate, by the Civil Aeronautics Board, or would it be tailored to 
meet each individual economic need of the particular carrier? 
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AsI understand it, your present airmail rates —— 

Mr. Gurney. Are a uniform rate. 

Senator Monroney. It is not, is it? I thought your trunk carriers 
had a much lower rate than the oversea carriers and a much lower 
rate than the feeder lines, and certain feeder lines have a higher rate 
than other feeder lines, depending upon the terrain and volume of 
service and difficulty of operating over certain areas, and things of 
that kind. Is that not true? 

Mr. Gurney. It is practically uniform, Mr. Chairman. We have 
a line haul charge that is uniform and then, depending on the size 
of the station, there is a different station charge that is added to the 
line haul charge, so that the airlines serving that particular point, 
all airlines serving that particular point get the same price for carry- 
ing the mail out of that station. 

Now when I say that, I mean the trunkline carriers that carry 
around 95 to 96 percent of the mail. They get that uniform rate for 
carrying the mail out of that particular town, the same rate. A local 
service carrier would get more. 

Senatot Monroney. How does that particular rate vary from town 
to town ¢ 

Mr. Gurney. Well, the rate is uniform. Whenever more than one 
carrier operates between the same points. 

Senator Monroney. Then if it goes—let’s take New York-Chicago, 
two high points for mail. The rate would be uniform for all the 
carriers ? 

Mr. Gurney. Yes, sir, all the carriers that operate between those 

oints. 
Senator Monroney. But suppose you wanted to send the mail on 
to Topeka, Kans. Would it be uniform per ton-mile out of there, or 
would it be uniform to Kansas City and if it had to go by feeder, it 
would be by: 

Mr. Gurney. A higher rate. 

Senator Monroney. Roughly, could we say as long as it stays on the 
same category of service, on the trunk lines, it would be one rate? 

Mr. Gurney. That is right. 

Senator Monroney. And what is that rate? 

Mr. Gurney. An average of 38 to 39 cents per ton-mile. 

Senator Monroney. Then the feeder lines, I believe your testimony 
today indicated, range up toward 60 cents? 

Mr. Gurney. I will let Mr. Roth answer that. I believe he has the 
figure in mind. 

Mr. Roru. The average yield per ton-mile of the local service car- 
riers is roughly 99 cents a ton-mile, currently. 

However, Mr. Chairman, it is important to note that within the 
United States there is a uniform rate for each shipment of mail, when- 
ever it is more than one carrier that is available to perform the service. 
That uniform rate is not depending on the identity or classification of 
the air carrier. In other words, if you have a local service carrier, an 
all-cargo carrier, and a trunk carrier all available to perform service 
between two given cities or towns in the United States, the amount of 
service mail compensation is exactly the same regardless of the identity 
of the carrier. The variation in the effective yield per ton-mile comes 
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about with variations in the distance of the haul, and also with the size 
of the town at which the mail originates. 

Senator Monroney. That limits then the volume of traffic. In other 
words, a feeder line might carry not more than 200 airmail letters on 
one flight, and would, even though the rate was 90 cents or $1 or $5 a 
ton-mile, would not make very much money because the volume would 
be so low? 

Mr. Rorn. That is correct. 

Senator Monroney. Because the service of airmail is important to 
all points in the country, you do reflect that in higher mail pay rates? 

Mr. Rorn. Yes, sir. 

Mr. Gurney. The Board recognizes the higher cost of the short haul 
and smaller tonnage offered by the Post Office between these smaller 
towns on a short haul. 

Senator Monroney. If a bill of this nature is passed, and the feeder 
lines are given a greater volume of mail to haul, then they would ap- 
proach more of an economic operation and some of those costs might 
possibly be scaled down so that the airlines would be working their 
way off of subsidy. Isthat correct? 

Mr. Roru. Yes, sir. In fact, for the regular airmail, there is a 
provision for automatically changing the classification of each station. 
As the volume of total traffic grows out of each small station, at the end 
of each year, there is a recalculation made and the following year the 
Post Office may have to pay a lower rate per pound for mail originat- 
ing at the smaller cities. 

enator Monroney. Would you give us the latest figures you have 
on the subsidies for our airlines, broken down by overseas, by domestic 
trunks, and by feeder and helicopter? There is always so much mis- 
understanding and I am sure that will be reflected in the testimony 
that we have here later, before this committee, so we might as well get 
it in the record now. 

Mr. Gurney. Do you want meto read them into the record ? 

Senator Monroney. Yes, because some people might testify later 
and I would like to have it clear in their minds as to where the sub- 
sidies are going. 

Mr. Moutuiean. Senator, the Board estimates for the fiscal year 
1960 reflect the following: The local service carriers, $48,957,000; 
helicopter operations, $4,873,000; Alaskan operations, $7,127,000; in- 
ternational operations, $827,000. 

Senator Monroney. And trunklines zero. 

Mr. Muuuican. That is right. 

Senator Monronzy. Now the only international line I believe is 
Braniff, is it not? 

Mr. Mutuican. Yes. That $827,000 is associated with Braniff. 

Senator Monroney. And this $827,000 associated with Braniff is 
for their international operations and not their domestic operations? 

Mr. Mutuiean. Yes, sir. 

Senator Monroney. So all the trunklines are off of subsidy. You 
estimate the subsidy to the local service carriers at $48,957,000. Your 
estimate for Alaskan service is $7,127,000. The helicopter service 
carries very little, if any, mail, does it? It is all practically straight 
subsidy, isn’t it ? 

Mr. Motuiean. Correct. 
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Senator Monroney. So they are not concerned primarily, I don’t be- 
lieve, with this bill, unless you do grant regular helicopter routes for 
mail carriage. 

Mr. Muttiean. Correct. 

Senator Monroney. Do you feel that this bill, if passed, and agree- 
ments on the language can be worked out, that this will reduce the 
subsidy costs we are now paying? 

Mr. Gurney. It will reduce the subsidy to the local service carriers 
in the exact amount they get for hauling the mail. 

Senator Monroney. In other words, if the carriage of mail should 
happen to be $48,900,000 over their lines, they could be off subsidy, 
assuming it didn’t take more planes? 

Mr. Gurney. Well, practically so, because of course there are some 
costs to the carriers in handling that amount of tonnage. We would 
have to consider their need under the Civil Aeronautics fa 

May I take this opportunity, Mr. Chairman, to correct my testi- 
mony? I said there were no hearings held on that Semen? rate 
for carriage of surface mail between the towns specified by the Post 
Office this morning. There was a hearing held. It was so long ago, 
5 years ago, that I had forgotten about it. 

Senator Monroney. You said you have had some complaints over 
this rate. But by and large, haven’t the cargo rates steadily come 
down for air, as they have been steadily climbing for surface trans- 
portation ? 

Mr. Roru. In recent years, sir, the air freight rates have not been 
coming down. There has been a modest increase over the past 5 years 
in the average freight rates as inflationary costs affected the average 
costs of the various cargo operations. 

Senator Monronry. You, of course, are familiar with the new 
developments that are going on in aircraft design and in the all-cargo 
planes. As a matter of fact, day before yesterday you heard the 
testimony from one of the major cargo carriers, Slick, as to their 
anticipated rate base for their new Super Hercules, for six of which 
they have placed an order. Would you tell us for the record what you 
can expect from the new generation of cargo planes in which such 
interest is being created ? 

Mr. Gurney. For the record, I would say if these planes are made 
available and the carriers get a volume of cargo, not only from the 
Post Office, but also from the military to get them started, with these 
new, more efficient airplanes, they can then offer to the private indus- 
try a service at a much lower rate that should generate a great deal 
of civilian traffic for the airlines themselves. But these must have 
a starter. It is like the chicken and the egg business, and it is going 
to take a lot of money to finance the cargo carriers or the combina- 
tion carriers who might also buy these new cargo planes. But it is 
coming, we are sure of it, and the rate will go down. 

Senator Monroney. Two of your certificated domestic all-cargo 
carriers have now bought these new type of planes, as I understand it, 
Flying Tigers, which operates domestically as well as overseas, bought 
five Canadair CL-44 airplanes, which is a new all-cargo plane, Slick 
bought the six Super Hercules, Seaboard-Western, which also bought 
the Canadair, of course is a transoceanic carrier and not a domestic 
carrier. I don’t believe they are certificated for domestic service, 
are they ? 





48 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 


Mr. Motuican. No, sir. 

Senator Monroney. You heard this testimony day before yester- 
day that Slick hoped they could meet a 12-cent rate on carriage of 
a on a mixed cargo basis and an 8-cent rate on an all-plane-load 

asis. 

Mr. Gurney. We are quite sure that they could if the planes come 
up to the specifications we have heard they would come up to when 
they are delivered. 

As you said this morning, we have had information to the effect 
these planes can be made available 12 months after they receive an 
order. And they are, even—some of these Canadair airplanes can 
be made available sooner than that. 

Senator Monroney. Have you any statistics on the capacity of 
Electras and other planes that are now in use, modern planes that 
can be converted to cargo for mail carriage, and their ton-mile cost? 

Mr. Gurney. We don’t have the statistics here. We, of course, have 
heard that those prices for carrying cargo in the modern planes are 
less than even in the 7’s and Constellations. 

Senator Monrongy. Now one point I want to be clear on, and I 
think it is of great interest to the entire aviation industry, as they 
contemplate what the movement toward an air cargo age might 
really mean. The practically uniform rate—it doesn’t vary much, 
as it is between 18 and 20 cents—which was set for this 5-year test 
that we have had was based on the type of plane that was in general 
use at that time? 

Mr. Gurney. That is right. Most of that mail is put right on the 
regularly scheduled passenger liners and I might say for your in- 
formation that between Chicago and New York there is a daily move- 
ment of from 10 to 14 or 15 tons per day, depending on the direction 
of flight. Of course that poundage on letter mail did not in any way 
use up the available space in the cargo bins of the scheduled airlines, 
the combination airlines. 

Now I know about what tonnage was available at the time we 
started the experiment. It may be up a little bit now, or so. 

Senator Monroney. That has been done without any additional 
planes—in other words, using the empty space that was available on a 
‘space-available” basis—and didn’t require more pilots, didn’t require 
very much more fuel, and only required perhaps more ground handling 
expense, which is the only important item that would offset the extra 
revenue ? 

Mr. Gurney. Yes, with one exception: The Post Office asked the 
airlines and they complied by having a schedule late at night, coming 
from Chicago, this way, and from New York the other way. 

Senator Monroney. But it was joint service with passengers an< 
express and baggage and mail? 

Mr. Gurney. Right. 

Senator Monroney. Now in fixing a rate, if this bill were passed, 
under section (e), would you not have to contemplate perhaps two 
types of rates, one for the more modern cargo plane that has the low 
cost operation, and another rate for the older equipment ? 

Mr. Gurney. Of course, under our present law we would have to hold 
a hearing to decide that, whether we would or not. That is the nature 
of the laws under which we operate. 
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As we stated in testimony, we would not, in the meantime, stop the 
postmaster from making such contracts as he had arrived at after 
consultation with the Board. 

Senator Monroney. As I understand section (c), when he finds it 
to be in the public interest he may provide for the transportation of 
mail by air under rates authorized by the Civil Aeronautics Board. 
It would be a common carriage rate as far as carriage of mail would 
be concerned, would it not? 

Mr. Motuiean. That is correct, sir. And of course what the chair- 
man’s opening statement indicated was that in the event the rates for 
whatever contracts might be executed were to be fixed by the Board, 
we would contemplate a change in the existing law to permit fixing 
of those rates in a different manner than from the method which we 
must now follow in fixing mail rates. 

In other words, the rates for the carriage of the surface mail and 
nonpriority mail, however it is properly described, would not be fixed 
in our contemplation under 406, but rather in accordance with the 
same general procedures that are now followed in the fixing of rates 
for passengers and other property. 

Senator Monronery. That would require no amendment to the Fed- 
eral Aviation Act. 

Mr. Moutiiean. Yes, sir; it would. Perhaps it could be incorpo- 
rated in this bill. 

Senator Monroney. This is the Committee on Post Office and Civil 
Service. One thing I would like to warn you of in this hearing: We 
are limited to postal matters, and we will find difficulty in amendments 
that would affect the Federal Aviation Act which is within the juris- 
diction of the Interstate and Foreign Commerce Committee. 

Mr. Gurney. You asked specifically about paragraph (c), where 
you started the questioning. I will ask Mr. Newmann to kind of get 
us back on the track if he can, because I believe that paragraph (c) 
just does not have anything to do with rates. 

Mr. Newmann. Mr. Chairman, if we understand paragraph (c), 
this would be the enabling authority which would clarify the Post- 
master’s authority to utilize the services of the air carriers. It would 
give him the authority to put the mail on the aircraft. Then when 
we move to section (d), as we understand section (d), this is an alter- 
native which the Post Office can utilize. 

For example, the Post Office could direct any carrier which is 
authorized by the Board to carry mail to carry this so-called surface 
or nonpriority mail, in which case, under section (d), the Board would 
establish the rates, 

As we understand it, it would be within the framework of the pres- 
ent rate machinery under section 406 of the Federal Aviation Act. 

Senator Monroney. Section (c) and section (d), therefore, work 
together ? 

Mr. NewmMann. Yes, sir. 

Senator Monronry. In other words, the section authorizing this 
is section (c). 

Section (d) requires the airline to carry the mail at the rates pre- 
scribed by the Civil Aeronautics Board in accordance with provisions 
of the Federal Aviation Act of 1958; is that correct? 
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Mr. Newmann. Yes, sir. As we understand section (d), section 
(d) does that. Section (c) as we understand it, clarifies the position 
of the Post Office so that he does have the authrity to put the so-called 
nonpriority mail in the air. It is when you move to section (e) that 
you get into the contract situation, and that is where we will depart 
from the normal ratemaking machinery under section 406 of the Fed- 
eral Aviation Act. 

Senator Monroney. This problem has disturbed us on the appro- 
priation committee in connection with the operation of the Military 
Air Transport Service. We tried to discourage MATS from operating 
solely by contract as has been the habit of the Department of Defense 
in 99 percent of the commercial carriage of cargo. We tried to defi- 
nitely state that there was a place for both contract and common 
carriage. 

In other words, your ton-mile rate on a through flight with a full 
planeload would be less expensive than the rate on a scheduled flight 
carrying a mixture of other freight and with four or five intermediate 
stops before it was delivered. 

rom the testimony this morning what the Postmaster General is 
driving at under section (e), is that there will be certain cases—he 
thought they would be small in proportion to the utilization of section 
(c) and section (d)—in which he should have the right to enjoy a 
better rate, for the convenience of haulage of full planeloads between 
specific points, by contracting on a full plane basis at regular intervals 
for this type of service. 

Mr. Newmann. Mr. Chairman, our proposal would not preclude 
the Postmaster from contracting under (e), on either a full plane basis 
or on any kind of basis. 

All we are saying in our suggestion is that adequate safeguards be 

laced so that the Board can retain the rate authority, the rate control 
in those cases where rates are low. 

Senator Monronry. Now we are beginning to clear it up, which is 
very helpful, and that proves the advantage and efficacy of having 
adequate hearings. You are in agreement that if given the right to 
determine whether the rate is economic and productive of safe, re- 
liable, effective, efficient transportation service, that we can have the 
common carriage rate under sections (c) and (d), and that you would 
approve of contract rates, provided those were compatible with the 
Board’s findings as to what a compensable economic rate would be; 
is that correct ? 

Mr. Newmann. Yes, sir. 

Mr. Mutuican. Exactly right. 

Senator Monroney. So now the only difference between the CAB 
and the Post Office Department is a matter of the language to insure 
that these contracts, once considered and found agreeable between a 
carrier and the Postmaster General, will be cleared with the CAB 
to be sure they are not destructive both of a competitive situation, 
which could exist, or an economic situation that might drive the carrier 
into bankruptcy or to put him back on subsidy. Is that correct ? 

; Mr. Gurney. Mr. Chairman, I agree with you, possibly partly at 
east. 

What the Board is driving for, I think, can be stated quite concisely. 
We are looking toward equitable opportunity to carry this mail. 
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Equitable distribution to the folks who are certificated to fly between 
any two points. We would like to have it so that the Postmaster 
General would give each airline flying between these points its oppor- 
tunity to get the mail possibly at the fair and reasonable rate just as 
we have it at present. 

We are willing to change the system of arriving at that reasonable 
rate so that there will not be any hurdle put in the way of the Post- 
master in getting the mail on quickly and not having to wait for an 
adjudication of these mail rates that sometimes does take too long. 

We admit that. We are talking about a uniform rate, equitable 
distribution, and we do not want to leave out either the possibility of 
the Postmaster making contracts for planeload lots to any carrier that 
is presently certificated to handle mail. We think we have covered 
that by saying that we are in favor of the present tariff system for 
filing rates by the carriers, after coming to an agreement with the 
Postmaster. 

We do believe, though, that we would like to retain the possibility of 
arriving at these uniform rates and not having to wait while contracts 
run out. Of course, the Postmaster and all interested parties having 
a chance to come in and give their justification for the positions they 
are taking before the Board arrives at this final decision. 

I hope that statement is helpful. 

Senator Monroner. The Postmaster General in his statement says: 


It is our opinion that the authority of the Post Office Department to contract 
for transportation of mail by air carrier should be the same as is provided by 
law for the transportation of mail by railroad, and no less restricted than the 
contract authority of the Department of Defense. Nevertheless, in recognition 
of the peculiar responsibilities of the Civil Aeronautics Board, we have inserted 
a provision for consultation with the Board prior to making a contract, and a 
veto power for the Board upon the termination of any contract the term of 
which will not exceed 2 years in any case. 


At page 7 of your prepared statement, at the bottom only, this is 
your statement : 


In brief, we propose that rates for the transportation of nonpriority mail 
should be handled in much the same manner as the rates for the transportation 
of persons and property. Under such a procedure, rates would be fixed initially 
by agreement between the carrier and the Postmaster General. That rate would 
then be filed with the Board 30 days prior to its becoming effective, and the 
Board would have authority to reduce the filing period under special circum- 
stances. In most cases, the rate would automatically go into effect at the end of 
30 days without Board action of any kind. However, in those circumstances 
where there was sound reason to believe that the rate was uneconomically low, 
the Board would have power to suspend the rate for a limited period of time and 
the carrier and the Post Office Department could then either have a hearing on 
the matter or be afforded an opportunity to revise the rate. If after such 
hearing, the Board found the rate to be uneconomic, it could order it cancelled. 
The procedure would also enable the Board to institute a proceeding at any time 
to investigate an existing contract rate which, while it may have appeared 
originally to have been economic, subsequently turned out to be unduly low. If 
after notice and hearing the Board found that an existing rate was in fact 
uneconomic, the Board could direct the rate be canceled. Such action by the 
Board would, however, be prospective in nature and the Board could not require 
any retroactive adjustment in the contract rates. 


Those are the two positions of the Post Office Department and the 
Civil Aeronautics Board. They do not seem to be too much at vari- 
ance excepting that the Postmaster wants the rate to run out, if it 
goes for its period of time, and then it could be vetoed and prohibited 
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in the future, and you feel a 30-day waiting period before it becomes 
effective, and then subsequent hearings to determine whether it is 
unreasonably low or uneconomically low, that a hearing can be held 
to order it raised or to adjust it one way or another, or to cancel it. 

Mr. Gurney. Mr. Chairman, I would say you did not read the 
first paragraph on page 6 of my testimony. ‘That is in addition to 
what you have just read. 

Then, on this arriving at the rates by the tariff system, the Board 
has in many, many cases, numerous cases, given the right to the car- 
rier to put rates into effect on 10 days’ notice. And that similar right 
would be available in this case, in the case of mail. 

The Board has the right not only to cancel rates or to suspend 
them, as is stated there in the paragraphs you read, but also to allow 
the rates to go ino effect and investigate. The law presenly, where 
we investigate the rates, allows us 90 days, and. then an additional 90- 
day period in which to conclude and come up with a proper rate that 
we say is fair and reasonable. 

So there would be 180 days in which we could, from the final out- 
come, come up with a rate that the Board says is fair and reasonable. 
That would make the tariff provision more understandable to you. 

Senator Monronry. From reading the lower part of page 6 of 
your statement, I gather that you would probably come up with a 
rather standardized common carriage rate, under sections (c) and (d) 
for that major portion which the Post Office said they would move 
under that authorization. 

But I thought you were referring to the modification of section (e), 
to allow you to approve the contract rate that the Postmaster General 
would negotiate. 

Mr. Newmann. I think that is correct, sir, but the only point we 
would like to add to our comments with respect to (e) is that we could 
conceivably come up—find that the rate that was in the contract was 
a perfectly proper rate. I want to stress the point that our objection 
to (e) as now drafted is merely to give the Board an opportunity in 
those unusual cases which the Post Office indicated this morning was 
the rare case of being able to protect the public interest to be sure 
that the rate is not unduly low. 

Senator Monroney. I do not think there is anything incompatible 
about the basic positions here. The common carriage rate should be 
a general rate for various classes of carriage, and would permit the 

uick extension of this service on the finding by the Board of what 
the general common carriage rate might be. In the specific cases in 
which the Postmaster General has testified he expected to use the 
contract authority, then the procedure that you suggest is to require 
a 30-day notice of the rate, and that it would automatically go into 
effect at the end of the 30 days unless the Board took action. 

If the Board took action it would be allowed to go into effect when 
the Board decided, and there would be no retroactivity. It seems to 
me that those two points of view would not be too difficult to resolve. 

Mr. NewmMann. That is our feeling, sir. 

Mr. Gurney. At this point, Mr. Chairman, I might say that this 
was thrown at us in the Board last week. We have had a little over 
10 days to consider it. We have not actually arrived at the exact 
changes we would like to suggest in the bill. Paragraph (e) mostly. 
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We would like to have the permission, Mr. Chairman, of presenting 
that to the committee sometime before the hearings are over. 

Senator Monronery. We would welcome that. If you have not got 
it drafted now we wish you would supply it to the staff. We would 
like your suggestions for amendments, even a printed bill, a committee 
print, so that others testifying may be on notice as to the exact changes 
that you propose. 

Mr. Gurney. We would like to have that permission and thank you 
very much. We will give it to you as soon as possible, Mr. Chairman. 

Senator Monronry. To reemphasize, we are talking about the same 
thing: First, what I have termed a common carriage rate that would 
be generally uniform on the scheduled airlines; second, another type 
of service for which the Postmaster General can contract under certain 
conditions for planeload or direct point-to-point service, the rate for 
which would be negotiated and effective after 30-day notice if the 
Board took no action. 

I want to be sure we are talking about the same thing while you are 
here. 

Mr. Gurney. We understand it quite thoroughly and agree with 
your statement. 

Mr. Chairman, may I say that the tonnage indicated by the Post- 
master this morning that might be available, especially that for 300 


miles or more, I think when we consider the way the bill is presently 
written for all classes of mail, we really get up into a lot of tons, ton- 
miles. 

I cannot forget that presently the airmail is bringing in to the Post- 
master in the sale of the airmail stamps around $200 million a year. 


So we must realize this is a big proposition. It will mean a lot to the 
airlines. It means a lot to the country. We must get it right if we 
can. 

It means a lot to the individual airlines that are serving on a com- 
petitive segment, where there are two or more carriers. So we must 
be fair and do everything we can to see that the airlines which are 
complying with the Board’s orders and safety rules get a chance, each 
of them, to haul the mail between these two points, whatever their 
schedules will justify them being entitled to. 

We feel—at least I feel—that there should be uniform rates. 

Senator Monroney. Would you think that there should be lan- 
guage in the bill that would direct the Postmaster General, where 
more than one airline is serving the two points, that the effort should 
be made to see that schedulewise, servicewise, the airlines would be 
treated fairly in the division of the shipping of the mail on this 
common rate? 

Mr. Gurney. That is what I meant by equitable distribution. I 
might enlarge on that by saying equitable and equal opportunity. 

Senator Monroney. Of course, you get into a little bit of diffi- 
culty there on the space-available basis, that you could not award a 
load to a line that doesn’t have the space available. 

Mr. Gurney. Or the equipment available or the same price offered 
to the post office. I refer you specifically to the last few lines on 
page 4 of my testimony, “without discrimination to any carrier.” 

Senator Monroney. Without discrimination to any carrier would 
probably be as tight as you could draw that, would it not? I can 
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visualize maybe a new line that doesn’t have too many passengers, 

maybe they have fewer schedules, but a greater capacity to move the 

mail promptly than another line that has been in that market for a 

longer period of time and was flying its capacity of passengers and 

occ would leave the mail off-loaded for a period of 12 or 15 
ours. 

Mr. Gurney. If they couldn’t carry the mail as quickly as an- 
other crrier than they would be out, in our estimation. e Post- 
master General has the full authority to give it to the most efficient 
carrier. 

Senator Monroney. Handling mail without discrimination against 
the carriers, and handle the rest in the report, perhaps. In the event 
a carrier was not able to carry the mail promptly, then certainly any 
available certificated carrier could carry the mail at that rate to ex- 
pedite the delivery of the mail. 

Mr. Gurney. What I am afraid of, Mr. Chairman—and I am talk- 
ing maybe for myself personally, but I feel that I should—in case one 
carrier on a certificated segment, on which there is one or more other 
carriers, if he should get the contract then he would become increas- 
ingly stronger financially while competitivewise the other two car- 
riers would go downhill. 

Senator Monroney. That would put too much power in the hands 
of some future Postmaster General to build up one airline to the dis- 
advantage of the other on the same common rate. 

Mr. Gurney. That is right. 

Senator Monroney. Therefore, it should be without discrimination. 
I aan with that type of language we would welcome submitting that 
as well. 

Mr. Gurney. That is why I am talking in the statement that is 
there about competitive balance and discrimination. 

Senator Monroney. I don’t like the competitive balance because 
that would be, I think, more difficult to arrive at as to the figuring 
of the gross volume of traffic and other things and other factors that 
might come in there. Some language such as that might meet this 
proposition. 

ow do you handle it now? Say you have six airlines flying be- 
tween New York and Chicago and a certain batch of airmail. How 
is that placed on the lines ? 

Mr. Gurney. In those dense segments of the country we arrived 
at competitive balance by certificating multiple carriage. If one 
carrier gets the mail that will disturb that competitive balance. 

Senator Monroney. How do they keep the competitive balance 
in the mail now? 

Mr. Roru. It is our understanding, sir, that at the present time 
the Board has established a uniform mail rate so that the Postmaster 
General is free to route the mail by either carrier on the route, with- 
out having to pay a different price. And that in actual practice the 
mail is given to whichever carrier can best advance the mail by his 
departure and arrival times, the convenience, and relations to the 
requirements of the postal service. 

If one carrier is in the best position to advance the mail, he will 
certainly get, and we believe should get a disproportionately high 
share of the mail, in some situations conceivably all the mail. But 
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what is preserved in the present system, which we believe is satis- 
factory to the Post Office, the industry and the Board, is that if an- 
other air carrier wants to share in the movement of that mail, he can 
file a new schedule that better caters to the needs of the postal service 
and in that way be confident that the Post Office Department will 
then begin to offer him a fair share of the mail. 

All the Board is looking toward, therefore, is a continuation of the 
present practices of the Post Office Department, which we think are 
equitable and working very satisfactorily. 

Senator Monroney. That is what we would like to arrive at. If 
it works satisfactorily with air mail today, where multiple carriers 
are handling it, this would be the pattern I think we should follow 
in the movement of mail provided for in sections (c) and (d). On 
the other types of movement there will probably be some occasions 
where they want to contract for full special mail planes that would 
work back and forth and fly a schedule between two high-density 
mail points. 

Mr. Gurney. That we certainly agree with, Mr. Chairman, that 
that possibility is provided for in the bill as proposed here. Of 
course, under the bill as presently written the Post Office may give 
an exclusive contract to one carrier, thereby freezing out the others. 

Senator Monroney. Under the bill the Postmaster General is given 
the right to require the service at your regular rates. It is my under- 
standing of the bill that it would i the philosophy of the Post Office 


Department to use regular scheduled service at rates that were fixed 
by the Civil Aeronautics Board for the usual movement. 
Mr. Gurney. That is in section (d), I believe. Under section (e) 


there could be exclusive contracts. 

Senator Monroney. That is right. This is a different type thing 
we are talking about. 

Mr. Gurney. That is right. 

Senator Monroney. I would presume this contract provision en- 
visions special mail planes, at charter services rates. Cateighe that 
would be governed largely by negotiated contracts which you have 
asked the right to review. I think that this contemplates an off- 
schedule rate, but one not found to be uneconomic or destructive. 

Mr. Gurney. Mr. Chairman, the Board will present, as soon as 
possible, the suggestions we have for changes in wording. I am sure 
we will be able to put it in form so that it properly expresses the 
thinking of the Board for your contemplation. 

Senator Monroney. Do you consider it a very serious problem, 
that you soon will have in the air one type of plane for which the 
general rate would be barely economic at, say, 20 cents a ton-mile 
for a trunk carrier, and another modern cargo plane which will be 
quite profitable at 12 cents a ton-mile? 

Mr. Gurney. I think one carrier, if he is farsighted enough to 
purchase three modern planes now, he should have the advantage of 
his farsighted thinking and be able to offer these rates sooner than 
those who haven’t been able to get the modern planes as soon. 

From our experience we find that the airlines catch up with each 
other and get the modern planes sooner or later, and generally sooner, 
as we are now seeing them get the jetplanes in the services across the 
country. They will esas all get modern planes very quickly. 
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Senator Monroney. Is it your idea it will be possible to have the 
common rate on trunks and common rate on feeders even though all 
the lines would not have yet equipped themselves for this? 

Mr. Gurney. Just for the moment skipping the fact that we are 
considering only the postal needs at the moment, we cannot forget 
our responsibility of building up all the airlines of the country into 
a system that is good and in the national interest, the overall national 
interest. 

Senator Monronry. Let’s skip mail for a minute and look at cargo, 
common cargo. <A freighter carrier today wishing, say, to carry z 
tons of New York Times from New York to Chicago could file a rate 
at which he feels it is economic, and you review that rate and you 
approve it if you find it is an economic rate. 

r. Gurney. We would certainly have to approve it and be com. 
pelled under law, if it is fair and reasonable. 

Senator Monronry. Even though somebody else may have a rate 
twice that high for the same thing, you do not force the lower-cost 
carrier to come to the higher rate? 

Mr. Gurney. We certainly would not. 

Senator Monronery. Would you feel it is sound legislation, based on 
your experience in the aviation field and in its dynamic march for- 
ward, to include the right for the Postmaster General, although he 
does not expect to use it very greatly, to provide for the carriage of all 
types of mail by air. 

Mr. Gurney. Certainly. 

Senator Monroney. Second, third, and fourth? You would like to 
see it left as it is in the bill so that without necessary authorizing leg- 
islation he may put in the air any types where he finds it advantageous 
to do so for the expeditious movement of mail? 

Mr. Gurney. Our objective in that instance is exactly the same as 
the postmaster. We hope he will use every effort, especially with the 
subsidized carriers, to give them an opportunity to carry parcel post, 
newspapers, what have you. 

Senator Monroney. The testimony relating to the use of air trans- 

ort on trips of 300 miles and over, I presume was relative to trunk 

ines. Where there is good rail service between two points, 300 miles 
or less in distance, the Postmaster General would continue to put mail 
on the rail lines. 

Mr. Gurney. If there are rail lines. 

Senator Monroney. But if there is not expeditious and adequate 
rail service you feel then, particularly in the case of feeder lines, that 
for shorter hauls where the load can be carried by air, that it should 
be placed on the airlines or the feeders even though the distance is 
under the 300 miles mentioned ? 

Mr. Gurney. Alluding quickly to the bill as proposed, I think in 
paragraph (c) it says, “Whenever the Postmaster General shall find 
it to be in the public interest * * *.” You might stop there and take 
out the words “because of the nature of the terrain, or the impracti- 
cability or inadequacy of surface transportation.” We wouldn’t even 
go that far. If you take out the words, it would be in the public 
interest. 

Senator Monroney. This may define it to relieve the fears of other 
competing transportation forms, that all transportation of mail might 
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be put in the air. There is a vast inadequacy of surface transporta- 
tion, particularly the schedules that meet the needs of the Post Office 
Department. 

Mr. Gurney. We have had so much testimony, of a circuitous road 
going to communities, and the necessity of getting people transported 
in a straight line between the two points and saving hours, and then 
the fact that railroads in all instances have to follow the terrain, to go 
around mountains and other obstructions, we have a lot of mileage. 
There is a big saving that is possible to the local service carrier, and 
naturally of great benefit to the public if this other mail could be 
— thus, and cutting down the subsidy which the public takes 
care of. 

Senator Monroney. One other point. I still want to go back to this 
30-day filing under section (e). Would you contemplate that this 
would be possible for other airlines or other competitors to tie this up 
indefinitely and to intervene in cases that they have very little direct 
interest in ? 

Mr. Gurney. The purpose of our proposal is to allow these to go 
into effect, to file a tariff. I wouldn’t think that the intervenors 
could tie it up. 

I will ask Mr. Newmann to answer. 

Mr. Newmann. I would like to add one thought to that. Under our 
proposal it would not be necessary to hold a hearing. We could look 
at any complaint that might be filed. If we felt it was without merit 
we would dismiss it and permit the rate to become effective. It would 
not be necessary to hold a hearing as it would under section 406 today. 
That is one of the basic reasons why we have suggested this alternative 
to help the Postmaster General expedite the objective. 

Senator Monroney. That is for section (d). 

Mr. Newmann. Section (e). 

Senator Monroney. For section (d), it would take some time, would 
it not, to establish the general rate that would be applicable, say, to all 
trunk lines under that section ? 

Mr. Roru. Sir, in actual practice I would hope that we would 
— accelerate the processing of any rates to be established by the 

oard for the carriage of the mail, by informal negotiations among 
the three groups interested—namely, the Board staff, Postmaster 
General staff, and representatives of the carriers. We would get to- 
_ and try to figure out rates that make sense, and that would be 
air and reasonable. In that way there would be no significant time 
lag in the determination of the rates. 

at the law would make available to any interested party, both 
the Postmaster General and industry, would he an opportunity for a 
hearing. But just as the rates for the nonpriority mail that are 
currently in effect were established on an informal basis, without 
time-consuming processes, we would hope the same thing could be 
done here. 

Senator Monroney. Of course, that happened on a trial basis, a 
very limited trial basis. You are already carrying 25,000 tons. But 
I am wondering if the time lag—I think you have been about 4 years 
on the passenger rate increase that the airlines have sought, and I 
don’t want that to happen here because the aviation industry is chang- 
ing so rapidly in the lowering of its cargo costs that the hearings 
would be obsolete before the Board makes its decision. 
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Mr. Gurney. It is true that the general passenger fare case has 
been in process about 3 years, but in the meantime there have been 
increases in rates granted by the Board that take up 60 percent or 
something like that of the increases that the carriers have asked for. 

Senator Monroney. This, of course, is not as fundamental to the 
revenue position of the airlines as would be the passenger rate. I 
know the statistics I have show that 93 percent of the airline revenue 
is from passengers, and only 7 percent from cargo. 

Mr. Gurney. Cargo includes mail. 

Senator Monroney. I know far less than that is involved in mail, 
because that includes all cargo, air express and everything. 

Mr. Gurney. We have the exact percentages of the total revenues 
of the airlines’ income from the carriage of mail. I believe they would 
be of interest. 

Senator Monroney. That will be helpful. 

Mr. Moutuiean. For the 12 months ended December 31, 1958, the 
total operating revenues of all carriers, domestically, $1,665,000,000, 

Mail revenue, of all kinds, accounted for $37,760,000, or a percent 
of the total, 2.3. 

Expressed in terms of ton-miles—we have an interesting little dif- 
ference—total revenue ton-miles, 2,917,000,000. 

Mail ton-miles, 106,000,000, or a percent of mail to total of 3.7. 

Senator Monroney. The 25,000 tons that are now moving, do you 
have those broken down, any figures on that ? 

Mr. Motuican. The Post Office this morning, Senator, gave the 
tonnage figures. 

Senator Monroney. They gave the tonnage figures, but they didn’t 
give the revenue figures. 

Mr. Mutuicean. I can give you the breakdown on the revenue by 
class of mail, if that is what you had in mind. 

Senator Monroney. First-class mail is what I was especially inter- 
ested in. It would be helpful to put that information in the record. 

Mr. Motuican. This would be fiscal year 1959. 

Service mail pay, $72,940,000. 

Senator Monronery. That is domestic or all ? 

Mr. Moutuican. That will be total industry. 

Mr. Roru. For fiscal 1959 the service mail pay for the domestic 
trunklines was $37,360,000. For the local service carriers, $1,346,000. 
Helicopter carriers, $237,000. The all-cargo carriers, $246,000. 

Senator Monroneyr. That service mail pay would include the air- 
mail and the first class ? 

Mr. Moutuiean. Yes, sir. 

Senator Monronry. Do you have a breakout on that of how much 
was first-class test runs? 

Mr. Mottican. That I could give you in mail ton-miles. 

Senator Monronry. We would like the revenue. 

Mr. Rorn. We would have to furnish that for the record. 

Senator Monroney. If it can be given to us without too great a 
calculation effort, it would be helpful. 

Mr. Rorn. There would be no difficulty. I believe it would be in 
the general area of $4 million out of the $40 million or sum total, 
wad be the nonpriority mail. But we will furnish the exact figures. 

Senator Monroney. If 25,000 pounds would equal the 4 million, 
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then we could estimate the increase in revenues to be earned by the 
additional 150,000 tons of first-class mail over 300 miles, 

Mr. Roru. Yes, sir. 

Senator Monroney. That is what I was trying to arrive at. You 
might break that down as a a example. 

Mr. Gurney. We will be glad to turn that over to you. 

Senator Monroney. Do you have any other statistical data you feel 
should be in the record ? 

Mr. Motuiean. No, sir, I think not at the moment. 

Mr. Gurney. Mr. Chairman, we would be glad to furnish for the 
record any of the figures that our staff can figure out that might be 
helpful in resolving this question. 

We will furnish it to your staff as soon as we can. 


Senator Monroney. May I call your attention to the last paragraph 
of the bill reading: 


Advertising for bids shall not be required in connection with the procurement of 
such mail transportation services when such services can be procured from any 
air carrier lawfully operating in the territory where such services are to be 


performed. 

Do you think that relates solely to section (e) ? 

Mr. NewmMann. We fell that is applicable solely to section (e), Mr. 
Chairman. 

Mr. Gurney. I might suggest, Mr. Chairman, that if the advertis- 
ing or nonadvertising is left in the bill, it might be well to consider 
whether or not it would be more fair that the Post Office notify all 
carriers operating in that area, when and if you are going to negotiate 
a contract. 

Senator Monroney. Do you have anything further? 

Mr. Gurney. I believe not, Mr. Chairman. 

Senator Monronrey. We thank you very much, you and your able 
staff, for being here. 

We will appreciate your supplying us with the suggested language 
for amendment of section (e) or other sections of the bill that you 
might have. 

The Air Transport Association has requested permission to testify 
oe We have no further requests to appear as witnesses on 
Monday. 

In order to expedite the hearing, we would like to have others who 
wish to be heard notify Mr. Brawley, the executive director, of their 
desire to be heard so that we will not have numerous witnesses coming 
in at the last moment expecting to testify. 

Mr. Gurney. Mr. Chairman, we in the Civil Aeronautics Board 
really appreciate the opportunity to come up here and express our 
views. ‘They were hurriedly put together. We hope our effort is 
really helpful to the committee. Should you desire us to appear later 
after hearing further testimony, we will hold ourselves ready to come 
at any time. 

Thank you very much for the opportunity to send up the revisions 
which we feel will be helpful. 

Senator Monroney. I am sure the distinguished vice chairman, be- 
ing familiar with the rules as he is from his long service here, knows 
the need for your proposed amendatory language. We trust it will 
be postal language and not Interstate and Foreign Commerce Com- 

43893—59 5 





60 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 


mittee language. We would like not to have this bill in various pieces 
among various committees of Congress. ' 

Mr. Gurney. We are trying to assist the committee, Mr. Chair- 
man, and we only hope that your sincere efforts and recognition of the 
value of this legislation will be recognized by the Congress in whole, 
and that we will come out of even this session with this bill which au- 
thorizes mail to be given to the airlines. 

Senator Monroney. Thank you very much for your appearance. 

The committee will stand in recess until 10:30 Monday morning. 

(The following communication was subsequently received from the 
Civil Aeronautics Board responsive to the request of the chairman:) 


Civit AERONAUTICS Boarp, 
Washington, D.C., July 29, 1959. 
Hon. A. S. MrkE MONRONEY, 
Chairman, Post Office Subcommittee, Senate Committee on Post Office and Civil 
Service, Washington, D.C. 

Dear Mr. CHAIRMAN: When Vice Chairman Gurney testified before your 
subcommittee on July 24, 1959, you requested the Board to submit to your 
subcommittee specific language to be inserted in S. 2402 which would accomplish 
the objectives set forth by the Board in its testimony. You also requested the 
Board to submit certain statistics concerning the dollar volume of so-called non- 
priority or surface mail. The Board is pleased to comply with your requests. 

It is suggested that subsection (c) of S. 2402 be revised as follows: 

On page 1, beginning at line 9, delete the following language: “because of the 
nature of the terrain, or the impracticability or inadequacy of surface trans- 
portation,”’. 

Revise subsection (e) so as to read as follows: 

“The Postmaster General and any such air carrier, as defined in subsection 
(c) hereof, may, within the limits of the authority of such air carrier, enter 
into contracts for the transportation by aircraft of any and all classes of mail, 
except air mail and air parcel post, at rates other than the rates established 
by the Civil Aeronautics Board under subsection (d) of this section. Such 
contracts shall be offered without discrimination to any eligible air carrier. 
Bach such contract shall be filed with the Civil Aeronautics Board at least 30 
days prior to the effective date thereof unless a shorter filing period is authorized 
by the Board. 

“If at any time the Board upon complaint or upon its own initiative, after 
notice and opportunity for hearing, finds that any rate set forth in any such 
contract is or will be unfair or unreasonable, the Board shall order such rate 
eanceled as of the date of the order or such future date as the Board may 
specify. Pending such hearing and the decision thereon the Board may, prior 
to the effective date of the contract, suspend the use of any rate for periods not 
to exceed a total of 180 days. The Board shall have power to dismiss com- 
plaints against rates provided in such contracts without hearing. The Board 
is empowered to make or amend such general or special rules and regulations 
as it shall deem necessary to carry out the provisions of this subsection. In 
exercising its functions under this subsection the Board shall have all the 
powers which it has in conducting proceedings under the Federal Aviation Act 
of 1958 and its orders shall be enforcible and reviewable as provided in said act. 

“Advertising for bids shall not be required in connection with the procure- 
ment of such mail transportation services when such services can be procured 
from any air carrier lawfully operating in the territory where such services 
are to be performed.” 

The Board’s Subsidy Separation Report of October 1958, which is enclosed 
for your convenience and contains mail volume data provided the Board by 
the Post Office Department (see app. VI), estimates a total of 18,096,000 ton- 
miles of nonpriority mail for fiscal 1959, at an estimated total dollar payment 
to the air carriers of $3,296,000, which includes $107,000 for the local service 
carriers. If this volume were increased from 25,000 tons to 175,000 tons, as 
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indicated in the hearings, and the increase were effected by a distribution be- 
tween trunklines and local service carriers in the same proportion as obtained 
in the past, then the dollar volume would increase to approximately $23,072,000, 
including $749,000 to the local service industry. 

Please do not hesitate to call on us if we can be of any further assistance 
0 you. 
ae Sincerely yours, 


James R. Durrer, Chairman. 


(Whereupon, at 4:12 p.m., the committee was recessed to reconvene 
at 10:30 a.m., Monday, July 27, 1959.) 
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MONDAY, JULY 27, 1959 
U.S. Senate, 


CoMMITTEE ON Post Orrice AND Civit SERVICE, 
SvuscoMMITTEE ON Post OFFIce, 
Washington, D.C. 

The subcommittee reconvened at 10:30 a.m., in room 6202, New 
Senate Office Building, Hon. A. S. Mike Monroney, chairman of the 
subcommittee, presiding. 

Present: Senators Monroney, Carlson, and Jordan. 

Also present: H. W. Brawley, executive director; and Frank A. 
Paschal, professional staff member. 

Senator Monroney. The Post Office Subcommittee will resume its 
hearings on S. 2402, a bill to clarify the Postmaster General’s power 
to contract for carriage of first-class mail and other mail by air. 

Our first witness today is the Air Transport Association, Mr. S. G. 
Tipton, president. If you have any of your staff accompanying you, 
we would be happy to have them accompany you at the table. 

We are happy to have you back before the committee, Mr. Tipton. 
I know of your keen interest in aviation and the transport of mail, 
cargo, and other things. You may proceed in your own way. 


STATEMENT OF S. G. TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Treton. Thank you, Mr. Chairman and members of the com- 
mittee. I very much appreciate this opportunity to come up and 
discuss this important subject. 

I am president of the Air Transport Association of America which 
is composed of substantially all of the U.S.-flag certificated scheduled 
airlines, I appreciate this opportunity of appearing on behalf of our 
members before this committee on this very important legislation. 

The airline industry strongly supports legislation which would re- 
move any restrictions which may exist on the authority of the Post- 
master General to use properly authorized scheduled airlines for the 
transportation of any class of mail. With the exception of the ex- 
ae service, the Postmaster General is doubtful as to whether 

e can utilize air transportation to move domestic mail other than 


airmail and air parcel post. Whether he should be doubtful, under 
the present state of the law, need not be discussed here. For the pur- 
pose of this statement we will assume that his doubts are well founded. 
_On that assumption, the Postmaster General is at present in a posi- 
tion unlike any other transportation officer either in private industry 
or Government. Any other transportation officer, in or out of Gov- 
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ernment, is free to use the most suitable means of transportation— 
rail, motor vehicle, water, or air—to solve his transportation prob- 
lems. The Postmaster General, who presides over a crucial part of 
the Nation’s system of communications, has no such freedom of choice, 
Except for the comparatively few points involved in the so-called 
first-class mail by air experiment, the Postmaster General is forced to 
send by surface transportation all mail except airmail and air parcel 
st. 

P'The seriousness of this completely artificial restrictions is pointed 
up by the fact that in the fiscal year 1958 the Post Office Department 
handled slightly in excess of 3 billion ton-miles of nonlocal mail, 
Airmail accounted for only 58 million ton-miles, or about 2 percent 
of the total. 

Thus, it is clear that the public that uses the mail service is being 
unjustifiably denied the use of airservice. 

The scheduled airline system has the capacity and experience to 
justify a far wider use of its services for the movement of mail. The 
airlines have made an excellent record in handling the first-class mail 
made available to them under the experiment which I referred to 
previously. For example, on what is probably the heaviest: mail route 
in the country, New York-Chicago, the airlines have handled virtually 
all of the first-class mail. It is quite clear that the movement of first- 
class mail between New York and Chicago has measurably reduced 
the time for delivery over that route. Moreover, the Post Office 
found that, on the west coast route, airlifting the mail advanced de- 
livery time by as much as 48 hours. 

In those few areas where there may have been problems during the 
experiment, arrangements would be made in connection with a per- 
manent program to cure them. 

Our scheduled air transportation system is one of which this coun- 
try may be justly proud. It consists of 47 airlines authorized to 
carry mail, including international and overseas airlines, domestic 
trunklines, local service carriers, helicopter operators, all-cargo car- 
riers, carriers operating in Puerto Rico, Hawaii, and Alaska. This 
system serves almost 1,000 points in the United States alone, including 
all of the large mail routes. Some of these points are not served by 
any other form of public transportation. 

As of January 1959, the scheduled airlines operated 1,924 aircraft. 
Included in this fleet, in constantly increasing numbers, are 600-mile- 
per-hour jets which span the continent in about 5 hours. The indus- 
try will put additional jets in service at an average rate of 16 per 
month for the remainder of this year and all of next year. By the 
end of this year our airlines will a operating about 300 turbine air- 
craft, and we will take delivery of another 190 next year. During the 
year 1958, the system produced 7.25 billion available ton-miles of 
transportation, about 20 million per day. Thus, every week we pro- 
duce sufficient capacity to move the annual volume of all nonlocal 
first-class mail. 

The Congress has always contemplated the utilization of the sched- 
uled air transport system for the benefit of the postal service. In the 


1 These are Post Office cost ascertainment report figures. They do not conform to alt 
carriers’ published reports filed with the Civil Aeronautics Board. 
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Civil Aeronautics Act enacted in 1938 and the Federal Aviation Act 
enacted in 1958 this objective was stated by the Congress as a matter 
of policy, and throughout the statute, wherever reference is made to 
mail, no distinction is made as to the class of mail to be carried. 

The situation with which the Postmaster General is faced is not 

unlike the one created for itself by the Defense Department prior to 
1950. For many years prior to that time the Defense Department 
had maintained a contract with the railroads for the movement of 
troops. The contract provided, in effect, that no other form of trans- 
portation could be utilized for this purpose unless a showing was 
made that the railroad service was inadequate. This gave the rail- 
roads a virtual monopoly of the movement of troops and denied the 
Defense Department the benefits of using air transportation for this 
service. 
- The airlines sought to demonstrate to the Defense Department that 
the speed, flexibility, and comfort of air transportation, as well as its 
economy, should not be ignored, and that the contract provision should 
be eliminated. It took more than 2 years to convince the Defense 
Department, because old habits were hard to break and new things 
are hard to sell, but ultimately the contract was changed. 

The beneficial results of this action have been spectacular. Millions 
of man-hours have been saved. The induction and training of troops 
have been made more efficient and, in the interest of the GI’s them- 
selves, their travel has become less arduous, faster, and more com- 
fortable. 

In a similar fashion, the Defense Department, as well as other 
agencies of the Government, have and are continuing to explore the 
possibilities of the movement of Government cargo by air, including, 
in the case of the Air Force, such items as large and heavy engines. 
It is interesting to note that in the 3 years since the Air Force insti- 
tuted a policy of transporting its engines by air it estimates savings 
of $220 million in the capital cost of engines alone, without taking 
into account savings in storage space and personnel. Some years ago 
the Air Coordinating Committee, after careful consideration of Gov- 
ernment policy dealing with air transportation, recommended to all 
Government agencies that they reexamine their distribution systems 
in order to take advantage of the speed and economy of air trans- 
portation. 

The restrictions which may apply to the Postmaster General’s use 
of air transportation are archaic when considered in this light, and, 
if they had been applied generally to the Government, would have 
deprived the Government of great benefit and would have done untold 
damage to the development of the air transport system. 

The public would benefit in other important ways if the Postmaster 
General were free to use air transportation in the mail service. Chair- 
man Monroney and other Members of the Senate and House have 
recognized the need for the development of a modern jet cargo aircraft. 
The airlines agree that such an aircraft would be extremely useful for 
the carriage of both civil and military traffic. Substantial additional 
mail volume would be a powerful stimulus to the development of such 
an aircraft. 

Subsidy reduction could be another benefit from the airlifting of 
additional mail volume. While substantially all of our international 
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airlines and domestic trunklines are subsidy free, many of the smaller 
carriers in the system still need assistance. 

In a recent report from the Senate Committee on Appropriations, 
the committee pointed out that : : 

* * * the amount of such subsidy can be reduced by cooperative effort between 
the Post Office Department and the Civil Aeronautics Board to increase the 
volume of nonpriority mail being transported by such carriers. 

While I do not have figures to demonstrate the extent of the reduc- 
tion in subsidy which would take place if the carriers received the addi- 
tional traffic, the comment made by the Appropriations Committee is 
obviously right. Even in the case of those international and oversea 
carriers that receive no subsidy there is a great national interest in 
maintaining their economic strength and stability in the face of heavy 
and increasing foreign competition. Consequently, the principle 
stated by the Senate Appropriations Committee should be extended to 
the achievement of this national objective as well. 

For all of these reasons the Postmaster General’s objective should 
be endorsed and we hope that the committee will report legislation 
necessary to permit him to accomplish it. However, the bill that has 
been presented creates several serious problems. 

While it clarifies the Postmaster General’s authority to use air 
transportation, it places unjustifiable limitations upon that authority. 
It provides that he may only use air transportation for the movement 
of mail, other than airmail and air parcel post, if he finds that, by 
reason of terrain or the impracticability or inadequacy of surface 
transportation, such transportation is in the public interest. There 
is no reason why he should be restricted in this fashion. No other 
Government transportation officer is required to find that surface 
transportation is adequate or impractical before he can use air 
transportation. 

As I have previously pointed out, the Department of Defense im- 
posed that restriction upon themselves at an earlier time but they later 
became convinced to their great benefit that the restriction was unwise. 
No private transportation officer is required to make such a finding. 
The adequate, efficient, and economical operation of the postal service 
is the standard which should guide the Postmaster General in deter- 
mining the form of transportation that he uses. 

The second major difficulty with the bill is that it conflicts in several 
instances with provisions of the Federal Aviation Act of 1958, the basic 
law governing the transportation of mail by aircraft. It is necessary 
to look for a moment at the all-inclusive provisions of that act. Sec- 
tions 405 and 406 of the Federal Aviation Act were designed to be and 
are a complete statutory scheme for the transportation of mail by air. 
As the Court of Appeals for the District of Columbia has found, the 
term “mail” as used in these sections is all inclusive and covers any and 
all classes of mail. 

Section 405(a) permits the Postmaster General to make rules and 
regulations governing the transportation of mail by aircraft. 

Subsection (b) of that section gives him power over schedules utilized 
in the movement of mail. 

Subsection (c) is a limitation on the Postmaster General’s power 
to utilize schedules by permitting the establishment of a maximum mail 


load. 
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Subsection (d) requires the Postmaster General to tender mail to 
the holder of a mail certificate to the extent required by the Postal 
Service, and imposes on such a carrier the duty to transport mail and 
to comply with the Postmaster General’s rules, regulations, and re- 
quirements. 

Subsections (e) and (f) contain provisions dealing with the move- 
ment of international mail. 

Subsection (g) governs proof of the transportation of mail by 
carriers. 

Subsection (h) gives the Postmaster General the power to contract 
for the transportation of mail in an emergency. 

Subsection (i) is a saving provision. 

Subsection (j) provides certain free transportation for postal 
officials. 

Section 406 provides in detail for the fixing of rates by the Civil 
oa Board to be charged by the carriers for the transportation 
of mail. 

In view of this elaborate and detailed provision by Congress for the 
transportation of mail by air, it is most important that any legislation 
considered here be consistent with this established basic policy. 

In S. 2402 there appear to be at least two major inconsistencies. The 
bill provides that the Postmaster General may utilize carriers who 
are “authorized” to transport mail. The Federal Aviation Act con- 
templates that the authorization referred to shall be by a certificate 
of convenience and necessity specifically providing authority for the 
transportation of mail. We assume that it is this authority to which 
the bill refers but it is by no means clear. 


If the bill before the committee were _ there would be two 


laws purporting to govern the question of authority to carry mail by 
air, and the language of the two laws would be different, Confusion 
and expensive litigation are bound to develop. 

The other major conflict relates to the establishment of rates to be 
= the carrier for the transportation of mail. The Civil Aeronautics 

oard now has the power, under section 406 of the Federal Aviation 
Act, to fix the rates for all classes of mail. 

Subsection (d) of the bill appears to provide that the Civil Aero- 
nautics Board shall fix the rates for the additional classes of mail as 
provided in the Federal Aviation Act of 1958, thus duplicating exist- 
ing Jaw in somewhat different terms. 

However, subsection (e) contemplates that these rates may be fixed 
by contract between an individual carrier and the Postmaster General. 

The effect of this conflict in policy could be chaotic. Inevitably 
duplication of effort and conflict between these two agencies will re- 
sult to the detriment of a program which can bring the public and 
the postal service great benefits. 

Every time an agency of the U.S. Government has been permitted 
to contract, on a competitive basis, for air transportation on any sub- 
stantial scale the result has been bad. Recall for a moment some air 
transport history. 

Mail was carried under contract in the 1930’s. Abuses developed 
which led to the cancellation of the mail contracts in February of 1934 
and the brief and ill-fated experiment of moving the mail on Army 
aircraft. The contract system was continued in the Air Mail Act of 
1934, designed to return the carriage of airmail to private companies. 
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Much has been written on the chaos which resulted. Rates were 
steadily bid downward and finally, in a few cases, zero bids were re- 
ceived and accepted. ; 

By 1938 half of all the private capital invested in the industry had 
been lost, and there were serious doubts as to the industry’s ability 
to survive. Congress then declared against the contract system in 
passing the Civil Aeronautics Act in 1938. It gave the Civil Aero- 
nautics Board comprehensive authority to regulate economic con- 
ditions in the industry, including, of course, the rates for the carriage 
of mail by aircraft. 

It would be turning our backs on all history teaches us, to again 
write into law a provision similar to the ones which very nearly ruined 
the industry in the 1930's. 

Another case history in point is the very serious situation which 
has resulted from the practice of the Department of Defense in con- 
tracting for air transportation. Through a series of exemption orders 
the Civil Aeronautics Board abdicated its authority to regulate the 
terms under which Department of Defense traffic moves, and per- 
mitted that Department to contract with carriers, on a competitive 
basis, for its air transportation needs. The effect of these orders was 
to place the Department of Defense precisely in the same situation as 
the Postmaster General would be under the contract provision con- 
tained in S. 2402. The procurement practices of the Department of 
Defense have driven the rates so low that the traffic has not made any 
contribution to airlift development and both the Department of De- 
fense and the CAB are concerned. 

In view of this history, reasons for deviating from present policy 
and for overruling the long-established determination of Congress 
would have to be very powerful. The reasons which have been offered 
up to now in support of the contract provision have been vague and 
weak. No showing has been made that the Civil Aeronautics Board 
is unable to establish a rate structure governing the transportation 
of all classes of mail which will be flexible enough to meet the needs 
of the Postmaster General. He has the right to petition the Board 
to establish such a rate structure. 

A similar contract authorization applies to the railroads but the 
need for it has been very limited. Here are some examples of its use. 
The railroads receive mail pay on a mileage basis. A railroad which 
has a more circuitous route than its competitor between two mail 
service points may need to enter into a special contract with the Post 
Office in order to meet the rate which its competitor can offer based 
on its shorter mileage. The airlines’ mail pay is based on standard 
mileages between airports and thus, under existing Board rate orders, 
all carriers operating between two points receive the same amount of 
mail pay regardless of the circuity in the route of any of them. 

Also, ICC rate orders spell out in considerable detail the conditions 
under which the mail is to be carried. Thus, if a railroad desires to 
substitute for the standard railway post office car a different type of 
car, or to substitute truck service for rail service, it can avail itself of 
the contract provision to do so. We do not foresee any comparable 
situations arising in air transportation. 

The Postmaster General, the airlines, and the Civil Aeronautics 
Board should try the present system before abandoning it to create a 
new one which up to this time has been a dismal failure. 
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In short, this bill complicates a simple problem. The only reason 
to have any legislation at all is to resolve doubts as to the Postmaster 
General’s authority to utilize air transportation for classes of mail 
other than airmail and air parcel post, and to give the Congress an 
opportunity to pass on that policy question. 

Consequently, it seems to us that this program can go forward with 
a minimum of bickering and confusion merely by reporting legislation 
which would say : 

Notwithstanding any other provision of law, the Postmaster General may 
transport any and all classes of mail by air in accordance with the Federal 
Aviation Act of 1958. 

In conclusion, let me, through you, Mr. Chairman, address my 
friends in the railroad business. Some of them have been worried as 
to the effect of this legislation. They should not be worried. The 
legislation does not put any mail on the airlines nor does it take any 
mail off the railroads. Its sole objective is to eliminate any restrictions 
upon the Postmaster General’s authority to use air transportation when 
it is in the public interest to do so. It permits the airlines to seek to 
convince the Postmaster General that they can help him provide a 
better public service. It does not require him to be so convinced, nor 
prevent the railroads from arguing their case before him. 

That concludes my statement, Mr. Chairman. 

Senator Monrongey. Thank you very much, Mr. Tipton. We ap- 
preciate the statement and study and work that has gone into its 
preparation. 

I think it would be helpful to the committee, and also to the Con- 
gress, if you would give in detail some of the plans that the members 
of your association have for a major breakthrough in air cargo. 

In other words, I think this bill should be considered somewhat in 
the context of the new age of aviation that might just be dawning— 
an age with planes capable of great speeds and low operational costs, 
and of yielding a rate almost competitive, if not actually competitive, 
with the rates on surface transportation for the same type of cargo. 

Mr. Tirpron. I would be very pleased to do that. Before starting 
that, let me refer just very briefly to the progress of air freight devel- 
opment up to now. 

At the end of World War II, when there came into our fleets air- 
craft of substantial capacity which would permit freight develop- 
ment, we had a very modest freight volume. That has been built up 
since the war to a freight volume of about 500 million ton-miles a year. 

Those of you who are familiar with similar figures for the railroads 
would not regard that as very much freight. But it does show prog- 
ress even up to now in the development of that business. It does ap- 
pear that the state of the art has advanced to the point now where we 
can make a real step in the direction of the movement of freight by 
air. Our problem has been one of price. Air transportation has been 
high, and we are not in a position to compete for large freight vol- 
umes with surface transportation in the absence of performing a very 
difficult sales job. 

Our sales job is one which requires the airlines, in order to demon- 
strate the value of the use of air freight, not merely to offer a price 
for the movement of freight, but to go into various types of busi- 
nesses, and demonstrate to them that, through a change in their in- 
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ventory and distribution systems, or their packing practices, or the 
like, they can get the high-speed transportation that air transpor- 
tation furnishes at an overall cost to them of less than their present 
use of surface transportation. 

This is a difficult area to sellin. We need very badly to accompany 
that with an ability, through better airplanes, to reduce our costs, 
That is a progressing along several lines. 

As an immediate step, a number of airlines have ordered the con- 
version of their DC-7’s—a piston-engined airplane, a passenger air. 
plane, and one with which you are familiar—a conversion of those 
airplanes to freight. 

hey expect, through the utilization of those very high-speed air. 
planes, to achieve economies that will give us some immediate reduc- 
tion in price. 

But our major price reductions will come from further develop- 
ments in the equipment. Two of our carriers, up to the present time, 
have ordered a new turboprop cargo plane, which is expected to bring 
the freight cost down very substantially to the neighborhood—these 
figures are always difficult to rely upon—of 12 to 15 cents a ton-mile. 

Senator Monroney. That is the cost to the user, is it not ? 

Mr. Tipton. That is to the user, yes. Our present overall average 
price for all freight hauled by the airlines is a little over 21 cents a 
ton-mile. So you can use those comparisons. 

It is a major step in the direction of lower costs. Then we have been 
working with the Federal Aviation Agency in a program which we 
hope will eventuate and in which Senator Monroney has taken a very 
important lead, in the development of a brandnew cargo aircraft, be- 
cause there are actually in existence new developments, in engines par- 
ticularly, which will permit the construction of a new aircraft which 
will bring those costs down even further. 

It is a jet aircraft of very substantial range and very substantial 
cargo capacity. So I feel, and I think our industry as a whole feels, 
reer a are on the verge of a major breakthrough in the movement of 

reight. 

mann Monroney. Isn’t it a fact, however, that you are faced with 
the old dilemma of which comes first, the egg or the hen; that you can- 
not have the air cargo plane and the investment in this type of plane 
unless you have the cargo to go into it? 

Mr. Tieton. That is exactly right. 

Senator Monroney. And you cannot have the cargo to go into it un- 
less you have a low cost plane that would be suitable for the trans- 
portation of this cargo? 

Mr. Tieton. That is exactly right. The industry is prepared, with 
the relatively modest investments required, to convert the bC-7 s, and 
the pretty substantial investment with respect to the new turboprop 
airplane which will provide us with some price reduction. 

ut to go forward and go as far as the present state of the art will 
permit us, we are at the moment stuck on dead center because of the 
hen and the egg problem. 

If we had the traffic we could get the airplanes built; if we had the 
airplanes built we could probably get the traffic. 

o that it is this which is the important characteristic of this legis- 
lation. It would provide potential traffic which would justify the 
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development of these airplanes, potentials that we would not have 
erwise. 

ae Monroney. In their procurement, of course, these represent 
investments of about $5 million per plane. This means that most of 
the airlines and users of these planes would have to show to their bank- 
ers a volume of cargo sufficient to justify their purchase and economical 
use. And if they could show, as a part of the growth potential, a small 
amount of mail or steady traffic which could be expedited greatly with 

ublic service features to speed the delivery, there would be added in- 
centive for the acquisition of the type of cargo plane we are discussing. 

Mr. Tieton. It would exactly. And I want to emphasize again the 
whole thrust of my testimony here, that all this legislation would do 
would be to free the Postmaster General to take advantage of tech- 
nological developments in air transportation. If we had had restric- 
tions on the Government and on private industry’s use of air transpor- 
tation, restrictions established at a particular point in their develop- 
ment, then nothing would ever have developed. 

If companies had said that their people can’t travel, as lohg as a 
railroad or a bus line or a barge line would get them there, then we 
would still be operating with wood and fabric airplanes. 

Policies must be such that they challenge the ingenuity of trans- 
porters to make the necessary studies, make the necessary developments 
that will improve transportation. And if there are built-in restrictions 
then that ingenuity just cannot be challenged. 

Senator Monronry. Historically, our progress in transporting mail 
has been forward from one form of transportation to another. 

In other words, the first casualty of this technological development 
was the pony express, and it was phased out by the development of 
the rail lines. Since those early days the cross-country transconti- 
nental lines have had a virtual monopoly on the movement of mail 
over long distances. 

Mr. Treron. Along that same line, any restriction on the use of air 
transportation is particularly inappropriate in the case of the Post 
Office Department, because the Post Office Department is the agency 
of this Government that presided over the birth of air transportation 
= guided its development up to a point where it could stand on 
its Teet. 

One of the most important decisions ever made in our industry 
was the decision made many years ago—and I do not know how many 
years ago—by the Postmaster General when he said that “I will not 
enter into”’—this was in accordance with the congressional policy 
established, as I recall—*I will not enter into a contract for the 
transportation of mail unless the airline undertakes at the same time 
to carry passengers.” 

In other words, he was pushing the industry to develop traffic that 
would have two effects: provide a transportation system and reduce 
the cost of the transporting of the mail. 

They had to acquire passenger facilities, they did acquire them 
and now you can see what we have. 

Senator Monroney. The early airmail was carried strictly by all- 
mail planes, such as the Curtiss Carrier Pigeon, and others that 
pioneered the airmail route. 

Mr. Tieton. That is right. 
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Senator Monronry. Gradually we have secured reductions in our 
costs of handling the mail, and efficiency was gained by combining it 
as a part of the transport system. 

There seems to be a factor here that extends beyond the imme- 
diate concern of this committee—a factor bearing on our national 
defense. Sufliciently heavy planes of great cargo capacity, once 
acquired by our airlines through private ownership and operation, 
would constitute a supplemental airlift that would be available in 
times of emergency for carrying troops and military supplies any where 
in the world at very high speeds. 

Mr. Tipron. The national defense aspect on which I touched just 
very briefly in my statement, I am glad to have an opportunity to say 
a few more words about. P 

As far as our ability to support the military as an auxiliary airlift 
is concerned, we are in good shape with respect to passenger capacity. 
Weare in good shape, sir. 

In the case of cargo capacity, in cargo airplanes, we are not in such 
good shape. That is generally recognized because our fleet does not 
contain a large number of cargo aircraft, and those it does contain do 
not by any stretch of the imagination approach what could be 
developed if we had the traffic support to get them. 

Our main job as an industry in the national defense area is to develop 
cargo aircraft and cargo traffic to support it. If we can develop a 
substantial cargo fleet then those cargo airplanes become available for 
utilization and for national defense purposes in the same way our 
passenger aircraft do. 

We have worked out plans with the military agencies which have 


been well known for a long time, by which airplanes, transports, can 
be called into pneny service on short notice. That could apply to 
elp 


cargo aircraft and h 
to maintain its security. 

Senator Monroney. You mentioned briefly—you did not empha- 
size them—the international aspects of this. Most of the testimony 
we have had on the bill up to now has been on the domestic pattern, 
the pattern of delivery and reducing the time of delivery on the west 
coast by some 48 hours. We had testimony before the committee 
of what could be done in the case of mail delivery to places offshore 
or noncontiguous to the United States, such as our two new States, 
Alaska and Hawaii. 

Surface movement of mail to those two States, and also to the Coni- 
monwealth of Puerto Rico, requires 4 or 5 days. The more rapid 
movement of mail provided by air transportation would render great 
assistance to these two new States and the Commonwealth of Puerto 
ae by bringing them closer into the unity of the other and older 48 

tates. 
a Tipton. It surely would. They need that improved service 
adly. 

Senator Monroney. By air transportation it is only a matter of a 
few hours to Alaska, Hawaii, or Puerto Rico, yet it is 5 days or more 
in some cases by surface transportation. This has not been brought 
out yet. In considering this bill to permit the Postmaster General 
to contract or schedule on regular rates by the CAB the movement 
of first-class mail, how could that be brought about ? 


greatly with the ability of the United States 
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Mr. Treron. I am unclear, Mr. Chairman, as to the intention of 
the bill before the committee, as to whether it is intended to apply 
to international operations or not. 

Senator Monroney. There is nothing in the bill that would pro- 
hibit contracting for international operations; there is nothing in 
the bill that specifically mentions it. I feel that the world is in an 
ever-shrinking condition; that each new stage of speed transporta- 
tion brings us closer to the rest of the world. 

For example, the new Pan American jet, long-range 707, was able 
to fly from Idlewild to Moscow, I believe, in 9 hours nonstop. 

The movement of mail over that distance by surface transportation 
would have required probably close to 2 weeks. 

With this ability and the carrier’s capacity to move first-class 
mail, would it not be possible to put it also in the air to a considerable 
degree? We would thereby bring ourselves closer to world trade with 
England, France, Italy, or even Japan and the Far East. 

Mr. Treron. It seems to me that as you get into those very long- 
range operations the need for the elimination of whatever restric- 
tions there are becomes even more important, because the chairman 
just stated an example. You move it by jet in 10 hours; you move it 
by surface in 2 weeks. 

The speed of communications is a very valuable thing. The Post- 
master General should not be prevented from taking advantage of 
that way of moving the mail. It would certainly be no problem, in 
view of the capacity now being operated, for the carriers to move 
it. They should—the Postmaster General should have an oppor- 
tunity to use them. The carrier should have an opportunity to con- 
sider the method of movement and all other questions related to the 
movement of this mail and be able to enter into discussions with the 
Postmaster General as to how it should be done. 

He might decide it should not be done for good reasons. But he 
should have the opportunity to take advantage of technical develop- 
ments with which he is now presented. 

Tf he is not, then I think he is crippled in trying to provide a good 
public service. 

Senator Monroney. The chairman would like to know—and per- 
haps other members of the committee share with me this lack of knowl- 
edge—how the international postal rates are affected. 

I heard testimony at various times which was somewhat confusing. 
Apparently, the rate we pay our carriers is substantially below that 
which we pay the international members of the Postal Union for the 
movement of mail by their aircraft. 

Are you familiar at all with that? 

Mr. Trpron. I am sorry, Mr. Chairman, but one time I was very, 
very familiar with it, but I can only now state the principles involved. 

Two rates we talked about: One, the rates that the Postmaster Gen- 
eral pays to the carrier; those rates are fixed by the Civil Aeronautics 
Board. For example, the rate across the North Atlantic as a rule is 
about 53 cents a ton-mile, I believe. That is paid to our carriers. 

Under the treaty the rate to be paid by one government to the 
carriers of another is set by that treaty, and as I recall the rate paid 
to a foreign carrier for moving U.S. mail is something in the neigh- 
borhood of $2.50. 
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Senator Monroney. Would you not think that with further devel- 
opment of the state of the art the present rate of $2.50 could be rene- 
gotiated? While that rate applies to the movement of priority air- 
mail, and requires that the airline off-load passengers if necessary to 
handle the mail, I believe that a more reasonable rate could perhaps 
be worked out internationally for the movement of other classes of 
mail by air? 

Mr. Tieron. On that one I would like to think about a little bit, 
Mr. Chairman, because our carriers—U.S.-flag carriers—get those 
same rates for moving foreign mail back to the United States. I 
would have to think about it a little. 

Senator Monroney. Isn’t it generally that our movement of mail is 
far heavier in proportion than theirs? 

Mr. Tieton. Yes. Actually, the outbound movement that our Gov- 
ernment provides the foreign carriers is, I gather, fairly limited and 
based on agreements between governments. 

By the same token, our inbound movements are fairly limited, too. 
I think that the major step toward the development of our carriers 
relates to the disposition of the mail that is now going on the surface. 
I would doubt if any change in that Universal Postal Union rate would 
have any pronounced effect on the volume of mail that is moved. 

I might be wrong on that. I have not thought about that in this 
connection before you raised the question. 

Senator Monroney. We are talking about the international move- 
ment of our first-class mail which undoubtedly would go out more 
frequently on our own carriers, and we should be concerned I think 
with what we would have to pay for the inbound movement of mail 
by foreign carriers. Perhaps we would have to share at some higher 
international rate that portion of the carriage of our mail that would 
go abroad. 

I think there is a sharing to a degree since they share with us to some 
extent on the movement of mail originating in their countries and 
coming to the United States. 

Mr. Tieton. I think there is now and has been for years a net bal- 
ance in favor of the United States in very substantial terms in the 
amount of mail that we pay for that goes outbound on foreign carriers 
and the amount of mail that the foreign countries give our carriers to 
move. 

Senator Monroney. You certainly could not talk in terms of $2- 
plus in the movement of first-class mail by air and not even in terms 
of the present 58 cents airmail rate. 

This bill has nothing to do with the established airmail rates. This 
bill carefully exempts them, and we are talking now about the plus 
— that has not been moving by air except during the trial 
period. 

Mr. Tipton. I think the whole problem of the rates to be paid U.S. 
carriers for moving international mail, is like the problem we have in 
cargo, it depends upon the volume of mail to be moved and the kind 
of equipment we are able to develop as far as the prices are con- 
cerned—prices to the Postmaster General, and I would think that we 
have to look forward to very substantial changes in those areas. 
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(Further information was requested from the Post Office Depart- 
ment. The following communication was received and was ordered 
printed at this point in the record :) 


Post OFFICE DEPARTMENT, 


Washington, D.C., July 28, 1959. 
Hon. A. 8S. Mike MonrRoneEY, 


U.S. Senate, Washington, D.C. 


DEAR SENATOR MONRONEY: Reference is made to your request for certain in- 
formation regarding the rates paid by the Post Office Department for the trans- 
portation of airmail to foreign countries on international routes as well as the 
amounts paid international carriers and foreign carriers during fiscal year 1958 
for the transportation of airmail. 

The Universal Postal Union rates paid to foreign airlines in the trans-Atlantic, 
trans-Pacific, and South American services are $1.91 for LC (letters and cards), 
and 48 cents for AO (other articles), and PP (parcel post) per ton-mile. Within 
Europe the rates are $1.43 for LC and 48 cents for AO and PP. United States 
air carriers are paid these same rates for transportation of airmail from other 
countries to the States, or between other countries on their routes. 

For the transportation of U.S. airmail the Department pays the U.S. carriers 
the various service rates established by the Civil Aeronautics Board without 
any distinction as to categories. They are in general: Trans-Atlantic, 53.5 cents 
per ton-mile; trans-Pacific, 32.65 to 66.05 cents per ton-mile; South America, 
55.10 to 65.30 cents per ton-mile. 

During fiscal 1958 for civilian mail U.S. international air carriers performed 
28,728,221 ton-miles of service and received $14,091,523 (average 49 cents per 
ton-mile) from the Post Office Department. For military mail there were 
28,593,569 ton-miles of service for which they received $14,655,111 (average, 51 
cents per ton-mile) from the Post Office Department, which is reimbursed by the 
Department of Defense. In fiscal 1958 the Post Office Department paid 
foreign carriers $3,752,943 for the transportation of U.S. airmail. 

I trust this is the information you desire. If you need additional material, 
please advise me. 

With every good wish, I am, 

Sincerely yours, 
GEoRGE M. Moore, 
Acting Assistant Postmaster General. 


Senator Monroney. You mentioned critically the specifications of 
section (c) that reads: 


Whenever the Postmaster General shall find it to be in the public interest, be- 
cause of the nature of the terrain, or the impracticability or inadequacy of sur- 
face transportation, and where the cost thereof is reasonably compatible with 
the service to be provided, he may provide for the transportation of any or all 
classes of mail by any air carrier, as defined in the Federal Aviation Act of 
1958, over the route and between points between which such air carrier has been 
authorized by the Civil Aeronautics Board under title IV of such act to engage 
in the transportation of mail by aircraft, under such conditions with respect to 
service, not inconsistent with the Federal Aviation Act or regulations issued 
thereunder, as the Postmaster General may prescribe. 


You were critical, particularly of the qualifications “because of the 
nature of terrain and the impracticability and inadequacy of surface 
transportation.” I presume what you meant was that the Postmaster 
General should find it to be in the public interest to move the mail in 
the best manner possible and should not be required to make a finding 
that there is not adequate or practice] surface transportation avail- 
able before he authorized first-class mail to be carried by air. Is that 
correct ? 

Mr. Trpron. That is correct. The standards that should guide the 
Postmaster General is the general oneration of the postal services 
in the public interest and no other transportation officer has to find 
that another form of transportation is inadequate. 


43893—59——6 
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They look over the whole situation and give to the carrier that does 
the job best, and that is the way the Postmaster General’s authority 
should be. We had this experience at the Department of Defense 
where they had a similar standard written in by contract and we got 
very little troop carrying business when we had to prove that the 
railroads were inadequate. There is nothing the matter with the rail. 
roads and it is hard to prove they are inadequate. The problem is 
one of two different forms of transportation doing quite different jobs. 

I take it that the railroads would have had trouble demonstrating 
that the Pony Express was inadequate. It got the mail there and it 
got it there pretty quickly, and if they would have had to wait until 
they could demonstrate that that was inadequate it would have taken 
them a while to get the mail. 

Senator Monroney. You feel that this qualification should either 
be stricken from the bill, or worded in a way which would not require 
a finding that surface transportation was impractical before air trans- 
portation could be authorized for regular mail. 

Mr. Tieton. That is right; I would eliminate those restrictions and 
put the mail on air carirers if he finds it in the public interest to do 
so. 

Senator Monronry. Senator Carlson? 

Senator Cartson. Mr. Tipton, I noticed in your statement that you 
said that the air carriers were now carrying, I believe, virtually all 
the first-class mail between New York and Chicago? 

Mr. Tieton. That is right; that is in connection with the limited 
experiment that the Postmaster General has been carrying on. 

Senator Cartson. On this basis and based on contracts I presume 
first-class mail other than air mail is on space available. 

On the bids that you have been carrying this what has been your 
experience? Can you carry mail for 4 cents? 

Mr. Tieton. Well, this experimental mail for New York-Chicago 
as well as New York-Florida, and the west coast has all been handled 
in about the same way, the CAB prescribed a price at which the car- 
riers would carry. In the case of. New York-Chicago, I believe it is 
18.9 cents a ton-mile. It is on a space available basis. 

We have with respect to our present equipment, I believe, found 
that price a little low and we would argue about it so under current 
circumstances, but it being “space available” the price has not been an 
unreasonable one, I think. 

Senator Cartson. Well, the reason I asked that question, leads up 
to this, I notice that you are opposed to this space being made avail- 
able by contract; in other words, you want the arrangement for the 
handling of this mail left to the Federal Aviation Agency instead of 
by direct contracts by the Post Office Department ? 

Mr. Tieton. That is right; they should fix the rates, we think, as 
yer do now. 

enator Cartson. Well, doesn’t that place the Post Office at a dis- 


advantage by not being able to advertise for bids for carrying mail? 
Mr. Tieton. I think it does not, Senator Carlson, for this reason: 
The air transport system is a public utility system just like the rail- 
roads, just like any other public utility. 
Its rates for everyone are fixed by the CAB and therefore, it does 
not place the Postmaster General in any disadvantage that any other 
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shipper does not have. No other shipper is authorized to contract 
with an airline at a price different from the rate in its published tariffs 
which are presided over by the Board. 

With the exception of the Defense Department that I have men- 
tioned, where the CAB has exempted the Defense Department from 
this requirement, no one else is authorized to contract, and as I pointed 
out that particular system has not worked very well. 

Senator Carson. Of course, the Post Office Department does have 
some background for advertising for the carrying of mail by bids in 
the star route service which they have been using for years and has 
been, I think, quite successful, which is really a matter of carrying 
mail by truck between points that this committee has handled that, 
I think, very satisfactorily now where we try to continue the same 
carrier as far as possible when the 4-year terms are up, so I believe 
we have handled that quite well. 

I was interested in that comment because there seems to be in this 
bill that is before us, section (e), there are some provisions here that 
I think would be helpful in these contracts. It says: 

(e) The Postmaster General and any such air carrier, as defined in sub- 
section (c) hereof, may, within the limits of the authority of such air carrier, 
enter into contracts for the transportation by aircraft of any and all classes 
of mail for terms of not more than 2 years, except airmail and air parcel 
post, at rates other than the rates established by the Civil Aeronautics Board 
under subsection (d) of this section. The Postmaster General shall consult with 
the Civil Aeronautics Board before he enters into a contract authorized by this 
subsection. No contract entered into under the authority of this subsection 
may be renewed by the Postmaster General if the Civil Aeronautics Board 
upon review of the contract concludes that the rate specified therein is unfair 
or unreasonable and contrary to the public interest. 

You don’t feel that that is protection enough based on the num- 
ber of bids that might be received ? 

Mr. Tieton. No, I don’t think that that is an adequate provision 
for this reason: The Postmaster General is required to consult, but 
out of those consultations there need not come an agreement, the 
Postmaster can then proceed to do anything he cares to for a pe- 
riod of 2 years and while that particular contract, if the Board 
does not agree with it, has to terminate there is no reason why he 
cannot make other contracts indefinitely on that basis, so that I 
would regard those limitations as not being effective. 

I think our feeling on the contract system, Senator Carlson, is 
based on a long and very bitter experience with contracts and quite 
a good experience generally with the system of having rates fixed 
by the CAB. 

It prevents all manner of discrimination, it maintains a rate struc- 
ture which is by definition a fair and reasonable one to the carriers 
and to the Postmaster General, and it eliminates the necessary dis- 
crimination as between shippers which comes from a contract by the 
Postmaster General, because, as I have said, no other shipper gets that 
opportunity of going to a carrier and offering him a very substantial 
volume of traffic if he will just break his rates 5 cents a ton-mile. 

No other shipper can do that, and with the very substantial volumes 
that the Postmaster controls I think it would inevitably bring in dis- 
criminations of the worst sort and that is our feeling about it, because 
we do not believe that there is anything in the present system of fixing 
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rates by the CAB that need impair the Postmaster General’s develop- 
ment of this program that is proposed here and which is an excellent 
one. 

You can build into a rate structure fixed by the Board a tremendous 
flexibility; our freight rate structure will permit anything to be 
shipped that can be safely shipped; it provides for reduced rates for 
high volume; it provides for reduced rates for long hauls; it provides 
for directional rates in the event of special movements of traffic; I 
would see no difficulty in designing a rate structure which could be put 
into effect that would take any class of mail any place. 

Senator Cartson. I take it you would not favor limiting the usage 
of air transport for handling just first-class mail? 

Mr. Treron. No, I would be against that. Of course, any progress 
is good, but it seems to me that the policy should be that if air trans- 
port can be useful to the Postmaster General for any kind of haul he 
ought to use it. 

Now, I do not know whether air transport would be useful, for 
example, in moving fourth-class mail or not. It might not, because 
possibly we could not meet the prices or we could not conduct the 
transportation for some reason or another, but if we could contribute 
there, he should not be denied the use of the—what I regard, at least as 
the best form of transportation. 

Senator Cartson. Mr. Tipton, I did not have in mind fourth-class 
mail, I had in mind third-class mail. Some of us folks on this com- 
mittee have heard a lot of complaint about the movement of third- 
class or junk mail. If we are going to have to carry that by airmail 
I think we are going to have some new members on this committee; 
I am not sure. 

Mr. Treton. I am not too familiar with that, but if it is junk mail 
I would suggest that we might—it might not be of sufficient value to 
use air transport for it, but I would not commit the industry to that 
point of view right at this moment. 

Senator Caruson. I have never called it junk mail but some of my 
constituents call it junk mail when I receive letters from home com- 
plaining about it. 

That is all, Mr. Chairman. 

Senator Monroney. Mr. Tipton, I think what we are talking about 
actually does divide into two different types of transportation service. 

For instance, the Post Office Department showed very definitely in 
their graph the space available on commercial planes in 1958. 

You are familiar with that picture graph, in which it says each com- 
mercial airplane carried 324 tons of revenue traflic average. 

It said each commercial airplane could have carried 314 tons more 
average. 

Now, that is on a space-available basis. 

Certainly, that is one type and perhaps the largest type of use that 
I can foresee for the carriage in the immediate future of the first- 
class mail by air, but this is space that is empty that is flying over- 
head between all the various cities and towns served by our air trans- 
port system. 

These planes are running anyway; they are running with an ade- 
quate mail pay per ton-mile which averages out about 38 cents a ton- 
mile because it is the highest possible priority; you can off-load pas- 
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sengers and on-load mail of that category; but we are talking about 
filling up the planes with revenue that they have not had, with cargo 
that they have not had; and therefore this is a new type of field for 
the regularly scheduled airlines to carry on their regularly scheduled 
routes in empty space that they are flying today. 

Now, that is one type of service. 

Do you not envision with all your vast experience that this would 
be a welcome addition to the scheduled airlines and that they would 
be able to effect a very reasonable rate compared with the highest 
type of priority rate that they actually should enjoy with the airmail, 
and it would add a significant forward step to the airlines? 

Mr. Tieton. I think, Mr. Chairman, you are exactly right in in- 
dicating that there are two different problems and two difierent pos- 
sible methods of moving the mail. 

I think the first-class mail experiment has indicated that that is a 

ood way to move the mail. There may have been problems with it. 
T semetdints have felt we have not been able, on a space-available basis 
and at the prices paid, to give the high class of service to the Post 
Office Department that we would like to give. 

Nevertheless it has been overall a good job, and I think an expan- 
sion of it under a policy of the kind I have desscribed here is a good 
one. 

Now, there are all manner of flexibilities that should be in it. The 
space available should not be written into any legislation, I should 
think. 

Senator Monroney. That should be for the flexibility of the Post- 
master General in meeting his needs for the shipment of mail? 

Mr. Tieton. That is right; then there are other problems and that 
is the movement of very high volume of all kinds of mail over long 
distances. Our 25,000-pound rate, I believe is 16 cents a ton-mile 
for freight. That is for 24,000 pounds transcontinental. 

So that you have there a measure of another kind of movement of 
mail. 

Senator Monroney. I think we are in agreement on sections (c) and 
(d). Ifthe bill stopped there it would probably satisfy the members 
of the Air Transport Association. It would satisfy at least part of 
them anyway. 

That would permit the large volume of first-class mail which the 
Postmaster General and the postal authorities have testified would 
be their major interest in this bill. This is regular service, and you 
would then proceed to fill up the available unused space, and that 
would bring about, because of its regularity, because of the need for 
off-boarding and on-boarding mail at various points, the certain rate 
which the bill very specifically places under the regulation of the CAB. 

Now, I think you could refer to this in normal transport terms— 
if I might be so audacious as to use a surface-rate term. It would be 
similar to an l.c.]. rate; that is, less-than-carload rate. 

It is a little bit different than that because the railroads have to 
take on their mail trains whatever mail there is. It is not an impor- 
tant factor because they can always attach an extra car and make more 
space for the mail except at the high peak periods. 

But as to this second provision that is contained in section (e), 
I have been convinced up to this point by the testimony that this 
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contemplates a separate type of planeload point-to-point traffic be- 
tween high density areas where schedules should be provided that 
may be inconsistent with the regular airline schedules. This might 
require a special schedule to fly the mail, taking off at 7 or 8 at night 
and getting on the city distribution the next morning, if possible. 
There will be specific points that good business management and 
public service would require a rate which would be compatible with 
the need for movement of mail by this type of full plane, direct 
service. Therefore, I think that the Postmaster General has wisely 
called attention to this need for flexibility in meeting these special 
operational problems. 

Now, I feel a little differently than you do on this matter. I feel 
that the Postmaster General should be given the right to seek a rate 
concomitant with the regularity of the service, of the steady poundage 
or, if necessary, be given a penalty for his failure to fill up the plane 
that particular day. 

I think we must consider these in the light of two separate con- 
tractual privileges, if we are to give him a well rounded authority to 
do the job at hand. 

Mr. Treton. I would like to be able to convince you, Mr. Chair- 
man, to the contrary. 

I believe that it is particularly in the area of planeload operations, 
or very high volume operations, where the contractual authority could 
do the most harm. In the military operations to which I have referred 
and which have resulted in a very bad situation it is the planeload— 
that covers nothing but planeload operations. The prices for move- 
ment of military traffic in sisnehiads in view of the fact that it is 
long distance, have been bid down to the point where I think everyone 
recognizes there is nothing left for the carrier to develop the air 
transport business. 

We have reached the point in certain domestic operations of this 
sort where, far from developing better airplanes for this, the mili- 
tary is hiring World War—pre-World War II C-46’s to move that 
traffic and the price at which it goes is such as to require it to move 
in that aircraft because you cannot earn your depreciation on the 
equipment, let alone buy a new airplane. 

Now, that is our experience, that is what we have seen happen. 

Now turn that over and look at it from the other side, because we 
know we are not going to get any place with a program like this if 
the Postmaster General is unduly restricted, but the proscription of 
rates by the CAB is completely consistent with the flexibility. 

We can handle anything under our freight tariff which is under the 
supervision of the Board. We give rates for planeloads, we give rates 
for high volumes, for a variety of different circumstances, so that 
he would not be crippled in this planeload business, and I believe that 
if the contract provision stays in it will in all likelihood wind up much 
as the military traffic has wound up, with not enough money paid for 
the traffic to develop the better airplanes needed in the industry. 

Senator Monronry. The witness, Mr. Tipton, does not have to con- 
vince me of some of the rates that have gone into the competitive bids 
and resulted in inadequate service, inadequate maintenance, I am 
thoroughly familiar with that as the witness knows, but I still point 
out that there needs to be flexibility. 
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Let’s take, for example, a situation we could meet at Christmas time, 
when your airlines are loaded to the guard rails. If they could hang 
passengers outside they would probably do so, in order to take care 
of this high density traffic. 

Certainly, if this is on a space-available basis, the holiday mail that 
must also move has to have an outlet. To expect it to move at those 
peak periods when the airlines are flying extra sections and extra 
schedules to move the passengers presents to me a need for fiexibility 
that this bill must fill if it is to be adequate. 

Some railroads claim that the mail carried today on a space-avail- 
able basis during the trials actually has been delayed, and sometimes 
where the mail has been transported to the airport it has laid there 
for days. 

That, perhaps, is due to the limited testing period and the limited 
facilities we have had. But I think it also illustrates a significant 
point. The Postmaster General must have the right to contract for 
the best possible transportation of the mail. 

We do not wish him to have less authority in this bill in the move- 
ment of mail by air than he has in the movement of mail by rail. 

Mr. Treron. Well, there are several important things that bear on 
this, I think, and one of them is the capacity now in the air transport 
industry, I referred to it in my statement—it is growing rapidly so 
that the problem of capacity should not be a problem; as a matter of 
fact, many are worried that we are going to have overcapacity and 
that the airlines will get themselves in difficulty because they are 
bringing more capacity on the lines than they are going to find use for. 

I would be confident that the airlines will provide a good mail serv- 
ice for this program, as they have for the airmail program. As far 
as flexibility is concerned under the Civi] Aeronautics Act, the exist- 
ing law, the Postmaster General has virtually unlimited flexibility, 
because we operate under his rules and regulations and he states the 
conditions for the movements. 

Now, as far as our rate structure is concerned, you can put in any 
flexibility in the rate structure that you need to put in. If he wants 
really high volumes, he can have them. As far as we are concerned, 
with the pendency of this program here, we would be pleased to see 
the CAB and the Postmaster General start developing a rate struc- 
ture for much larger volumes of mail right now. 

Senator Monroney. In the development of this rate structure I 
still go back to the provisions of section (c) and (d) which do meet all 
of your wishes but I don’t think that the single rate referred to in 
that bill for the establishment of the space available—which undoubt- 
edly would be the first contractual efforts, and which undoubtedly 
would be on the large volume of mail placed on flights—is inconsistent 
with the second paragraph, except for your quite justifiable complaint 
that someone beyond the Postmaster General should review these 
rates to be certain that they are compensable and would not result in 
a deterioration of service or quality of the aircraft or endanger life 
or safety in air transportation. 

Now, your reference to the Department of Defense is one thing, 
but bear in mind this carriage is wide open to certificated and non- 
certificated carriers. It is not reviewable by anyone. Consequently, 
they are taking the low bid basis without considering whether the 
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operator can continue long in business without bankrupting himself 
or his backers, or destroying his aircraft, or providing no means for 
depreciation or renewal of the equipment when it wears out. I am 
familiar with all that and I have great sympathy for that argument, 
but I still feel that we can work it out. We have cross-examined and 
questioned the CAB for language that might meet their objections to 
provide for this contractual right of the Poctmaster General to meet 
these specific instances. We would be violently opposed, I think, as a 
committee, to any open rate. I don’t know whek er that is the posi- 
tion now of the ATA or not. I know at one time it was. We have 
had experience with the open rate and we simply do not like it. We 
don’t think it is good for the Government. We think it is a terrible 
way to try to run a railroad or an airline. 

Mr. Tipton. It is a poor way to run a business, too—to not know, 
that is. It seems to me, Mr. Chairman, that the committee’s concern 
about that and the Postmaster General’s is exactly right. He ought 
to know how much he is paying; we ought to know how much we are 
a That can be accomplished without substantial difficulty. I 

lieve there may be a misunderstanding as to the character of rates 
that can be fixed under the Civil Aeronautics Act by the Board. At 
the present time the rates are a standard ton-mile rate for line haul, 
a standard terminal charge varying only with the size of the station. 

Now, that is the current rate structure, but there is nothing in the 
law that says that the Civil Aeronautics Board cannot develop and 
prescribe as flexible a rate structure as you want. They can prescribe 
a rate structure similar to our freight rate structure which provides 
for any volume and reduced rates for large volume, and for any 
length of haul including reduced rates for long hauls. It isn’t a 
single rate that can be fixed. If they want to they can fix a rate 
structure much like our freight rate structure. As a matter of fact, 
the experiment with first-class mail in my opinion has been a very 
useful one and I am disappointed in it in only one respect. One thing 
that we would like to have known was how does our freight rate 
structure work for the transportation of mail, and when the experi- 
ment was being developed from New York to Florida the carriers con- 
cerned proposed to the Postmaster General that instead of working 
out a different rate we just use the freight rate structure as it was 
with fairly high prices for very small padkennen going a short distance, 

uite low prices for high volumes going long distances, and the Post 

ffice Department couldn’t see their way clear to dothat. I wish they 
had. We would have known how that works now rather than have 
me sit here speculating. But I am confident that, without hazarding 
the dangers we have encountered in the past with the contract system, 
we can meet this problem with the establishment of a flexible rate 
structure like we have in the cargo business. 

In any event, it does seem to me, in view of the history of contract- 
ing with airlines for the movement of mail and movement of traffic 

nerally, that we should give the present policy a good try before 
Seuepasicins that it won’t work. 

Senator Monroney. You are talking in terms of cargo, but you 
are also talking in terms of cargo fluctuating. It moves heavily in 
one direction and there is empty space coming back. I am thoroughly 
familiar with the problem of finding ways to balance this load. In 
this mail shipment you will have, perhaps, a balanced two-way use. 
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Mr. Tieton. I think mail moves about the same way as cargo in that 
respect. 

Sender Monroney. That would probably be one of these things we 
learn as we go into this matter. 

Mr. Treron. That is right. I believe the volume of mail tends to 
vary directionally much like cargo varies. That I am not sure of. 

Senator Monroney. Here is a shipper that has a steady, consistent 
load factor that is going onto the airplanes. After a few months 
you will be able, almost, to predict the volume, except in the seasonal 
fluctuations. And you will learn where they occur. This is the most 
valuable cargo you can get because it is steady, it is not going to shift 
suddenly to some other means of transportation, and it will be a great 
adjunct to the regularly scheduled lines who have their overhead 
covered today largely on their passenger rates and on their present 
high priority airmail rates. Therefore, I think that the Postmaster 
General in working out the rates under sections (c) and (d) must 
have the flexibility to work out more advantageous rates, for what you 
might call charter work or regularly scheduled charter service. I 
do not think it would be consistent with the economy if some weight- 
ing wasn’t given to the value of this traffic for the airlines and to the 
designation, perhaps, of one large plane to do it. 

We have already had an example in testimony of one of your mem- 
bers. Slick Airways before the CAB testified only last week they 
would take it on a space available basis in a mixed cargo lot at 12 
cents a ton-mile, if and when the new super Hercules, of which they 
bought six, is available. But if they were given full plane loads 
they thought they could do it for 8 cents a ton-mile, which is a fan- 
tastic rate. 

Now, we don’t want any setup in which the CAB, by fixing rates 
to accommodate old passenger craft such as DC-7’s or DC-—6’s, would 
stand in the way of this new day in aviation. This is a day in which 
moving air cargo at a rate comparable to the cost per ton-mile by 
truck. How is that rate going to work out? How are you going to 
accommodate the airlines that have a high cost of operation aircraft 
and still have a rate that would be for the new lower cost aircraft? 
Both will be used, these aircraft will be mixed for a period of time. 

Mr. Treron. I think, Mr. Chairman, the situation will then be 
the same as it has always been. If one carrier, for example, would 
acquire freight airplanes of particular low cost then the fair and 
reasonable rate could be fixed for that kind of aircraft, and I am 
quite confident this would be true, cannot be held to the price that’s 
paid to move it ina DC-4. We have that problem all the time when 
a new class of airplanes comes on the line. Those that don’t have it 
are at a competitive disadvantage. If one carrier were able to oper- 
ate a new freight airplane of low cost then the other carriers had 
better decide to lose some traffic or get some airplanes. That’s the 
way this industry always has worked and I assume it will work in 
this instance the same way, and having the Civil Aeronautics Board 
fix the rate does not prevent that. 

Senator Monroney. Yes; but here is what it would do. You enjoy 
a special and specific advantage in that certain airlines are given the 
rights to fly certain routes. If all those carriers on this route decide 
that they will not fly anything more modern than a DC-~7 in the move- 
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ment of mail, the rate by the CAB would obviously have to be around 
18 centsaton-mile. Yet here is another carrier willing to contract for 
a heavy volume of mail between two points with a plane that can 
operate at 8 cents a ton-mile, but he’s not scheduled to go into that. 
He is a certificated carrier and I think the record should definitely 
show that there are only the regular passenger airlines, including the 
feeders and the four certificated domestic cargo carriers, that would 
be eligible to carry this mail as the law now stands. 

Mr. Tirron. If anything like that happened in this industry, Mr. 
Chairman, I would just be completely overwhelmed, because one of the 
reasons that our air transport system is such a good one is nobody ever 
agreed, surely on holding equipment in line. In the first place, of 
course, there are other laws to keep us from doing that, but nobody 
would ever agree to that based upon our past history. All of the thrust 
and all of the drive of the industry is in the opposite direction, to get 
a better airplane than your competitor has got and get it into service 
quickly and quicker than he can get it into service, and get the advan- 
tage of it so that you wouldn’t have that problem of in effect conspiring 
against the Postmaster General. If we were to do anything like that 
or if there was any chance of this industry doing anything like that, 
then I would say the problem is more serious than one that could be 
settled by a contract provision in this bill. I hope it never gets that 
way in my lifetime. 

Senator Monroney. I would agree that that is the case with the 
passenger airlines. But if you will pardon the personal observation, 
I feel there has been a distinct lack of progressiveness in the cargo 
business. I will not expect the witness to agree with me, but that has 
ron my observation during the years we have been working in this 

eld. 

Suppose you have a reworked, revamped, or remodeled DC-6 op- 
erating between two given points. Your rate from the CAB could 
not possibly be less than 18 or 20 cents. Now suppose there is another 
certificated carrier, ready, willing, and able to fly that route for 8 
cents. We don’t want anything in this law that is going to compel 
us to protect an airline until finally, and in its own good time, it uses 
up its old equipment. 

Mr. Treron. I think you have to consider the fact that our domestic 
system and a part of the international system as well is blanketed 
by carriers that are authorized only to move cargo, whose concentra- 
tion is on cargo. 

Senator Monroney. That’s right. But many of them, I think, will 
perhaps differ with your point of view as to section (c). 

Mr. Tieton. I haven’t been so informed. 

Senator Monronry. Maybe you have talked to different people. 

Do you have anything further? 

Senator Cartson. No thank you, Mr. Chairman. 

Senator Monroney. Do you have any suggestions? We have asked 
for the CAB’s suggestions, what safeguards they would like to see 
written into section (e). It seems to me that the only thing you have 
a right to ask—since this is extra revenue and extra business that the 
bill would put on the scheduled airlines and certificated carriers—is 
insurance against a diminishing worsening service, unsafe maintenance 
where in some way the CAB would have a right to veto a rate that 
was below a compensable rate, all normal operating factors considered. 
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Mr. Tipton. Of course, the position I have taken this morning is 
we ought to try our existing system which does have the safeguards 
init. If it has deficiencies in it then we can fix it; but, nevertheless, 
Mr. Chairman, I would like the opportunity, if I can have it, to give 
this particular problem more thought and have further consultations 
with members of the association and then bring forward, if we can, 
a proposal that amounts to something of a middle ground. 

Senator Monroney. We would be very happy to receive it because 
of the vast experience your association and your members have had 
with this matter. We feel as we go into this that there are several 
phases which need to be carefully reviewed. We do not wish to amend 
the Civil Aeronautics Act because we do not have the right in this 
committee to do so, and we would like to have it parallel the provisions 
of the act. Yet again I would like to point out that the act regarding 
mail pay was written in 1938, and the date 1958 merely represents a 
complete lifting of the old language written at a time when all the 
mail we were talking about was highest type priority airmail. There 
is a different problem involved here since this falls more in the nature 
of aircargo. 

Do you have any questions ? 

Mr. Brawtey. No. 

Senator Cartson. No, thank you. 

Senator Monroney. One further question. 

If the bill were to pass and satisfactory safeguards could be written 
in, do you think that the scheduled airlines would then equip them- 
selves with large numbers of modern planes of low-cost carrying 
capacity ? 

{r. Treron. They would try. I can’t make a firm commitment on 
that but the airlines would surely try. 

Senator Monroney. You are familiar with the industry and you 
know their attitudes. If they did reequip themselves with large num- 
bers of modern cargo planes to do some of this work, they would con- 
tribute greatly to a standby airlift that would be invaluable to us in 
the case of an emergency, either in a limited war or in an all-out war. 

Mr. Tipron. We think that the type of encouragement in this pro- 
gram is of immense value in that respect. 

Senator Monroney. We thank you very much, Mr. Tipton, for your 
help and for your testimony in this matter. 

Mr. Treron. Thank you, Mr. Chairman. 

(Mr. Tipton subsequently submitted the following communication :) 

AIR TRANSPORT ASSOCIATION, 
Washington, D.C., August 4, 1959. 
Hon. A. S. MIKE MONRONEY, 
Chairman, Post Office Subcommittee, 


Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in reply to your request for information con- 
cerning the manner in which air freight tariffs are constructed, processed, 
changed, and become effective. 

Tariffs are established pursuant to machinery provided in the Federal Aviation 
Act of 1958, the language of which is, in this area, identical with the predecessor 
Civil Aeronautics Act of 1938. The normal method of setting a rate is for a car- 
rier to work out a rate which will yield it a profit and which, in its opinion, will 
attract certain business, taking into consideration such various factors as size, 
weight, direction, length of haul, etc. 
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When an airline desires to establish a special rate to attract a particular 
commodity or class of commodities, it may discuss with the prospective shipper 
or shippers a tariff level and tariff terms which will induce the shipper to use 
the airline’s service for the movement of his freight. If they are able to reach 
agreement on a rate which, in the opinion of the shipper, will warrant his use of 
the airline to move his goods, and, in the opinion of the airline, will make it 
worthwhile for it to carry the goods, the airline will instruct the agent to file 
its tariff with the Civil Aeronautics Board, and notify other interested parties 
such as other airlines. 

The Board may do one of several things: 

(a) It may do nothing, in which case the tariff will become effective on the 
effective date included on each page of the filing, which is normally 30 days 
from the date of filing. If there is good reason to justify it, the carrier may 
file a short notice tariff which would become effective in a shorter time if the 
Board allowed it. (This is not normally done by the carrier nor allowed by the 
Board except in certain situations. ) 

(6) The Board may, upon complaint or upon its own initiative, suspend the 
tariff (thus preventing it from going into effect) while the Board determines 
whether it is unlawful, unduly discriminatory, or otherwise not in the public 
interest. 

(c) The Board can dismiss all complaints and allow the tariff to go into 
effect as filed. 

(d@) The Board can reject it for failure to comply with CAB economic 
regulations. 

Assuming the tariff has gone into effect, there is nothing which compels the 
prospective shipper to use it and nothing which prevents the airline from later 
canceling it, in which case the same procedure must be gone through and Board 
permission obtained as when a new tariff is to become effective. In other 
words, once a tariff has been allowed to become effective it cannot be canceled 
without Board approval. Moreover, there is nothing to prevent another airline 
from coming in and filing a tariff to match the first or even filing a lower one 
for the same class of freight. 

It is possible to incorporate into such a tariff various conditions or variations 
affecting volume, weight, length of haul, and other conditions of service which 
would have an influence on price and attractiveness of the service. 

You asked how the tariff system would work if it were extended to the 
movement by air of various classes of mail, other than airmail and air parcel post. 
It would appear that the procedure for establishing rates for various classes 
of freight could be applied to the establishment of rates for the movement of 
various classes of mail. 

I hope this answers your question, and if we can furnish any further infor- 
mation please call on us. 

Your very truly, 
S. G. Treton, President. 


_ Senator Monroney. Our next witness is Mr. Robert Commerce, Air- 
line Dispatchers Association. Mr. Commerce, we are happy to have 
you with us today and we will be glad to hear your statement. 


STATEMENT OF ROBERT E. COMMERCE, PRESIDENT, AIR LINE 
DISPATCHERS ASSOCIATION 


Mr. Commerce. Thank you, Mr. Chairman. 

The Air Line Dispatchers Association is grateful for the oppor- 
tunity to be heard by this committee relative to S. 2402. I shall 
endeavor to be brief in setting forth the reasons for our particular 
interest in the measure and why we endorse the bill without reserva- 
tion. 

The members of our organization are the employees who are re- 
sponsible, in varying degrees, for the 24-hour-a-day supervision of 
scheduled airline operations. Although Congress decreed that the 
prime function of the aircraft dispatcher is safety, this man has a 
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corollary function for his company; that of expediter, with the 
economic duty of obtaining maximum revenue for each and every 
flight, including mail, passengers, and freight. 

nder the provisions of this bill, large amounts of U.S. mail of all 
classifications would be moved by air on a space available basis. Be- 
cause of the close coordination that is available on the scheduled air 
carriers of our country, we are certain that the service desired by 
the Postmaster General can and will be provided and the challenge 
can be met. 

The words “space available” might convey to some that such mail 
is a stepchild and a residual consideration of those responsible for 
moving it. Such is not the case. Dispatchers are quick to recognize 
that mail is revenue and it has a high priority in the scheme of things. 
The margin between a break-even and a profitable smear may 
often be an additional seat sold or a few pounds of mail. 

Experience gained by dealing with first-class mail has shown us 
that we can accommodate this additional revenue in almost every 
instance without sacrificing safety. Minimum fuel requirements can 
still be met. The best witness to the importance we attach to first- 
class space-available mail is the nonrevenue, pass-carrying passenger 
who has been turned away from flight after flight at major air ter- 
minals. The mail goes first. 

We endorse Senator Monroney’s bill because it is permissive in 
nature and is intended to be in the public interest. Moreover, the 
Postmaster General has stated that there will be no significant diver- 
sion of mail from the railroads. This is important to us, strange as 
it may seem. As a group of laboring men, we would consider it 
reprehensible for our members to rejoice in prosperity which was 
purchased at the expense of our friends in the railroads. This is a 
bill of accommodation that does not, in our opinion, favor one type of 
carrier over another. If it were, we might look at it differently. If 
the surface carriers are getting their share, we see nothing amiss in 
being abundantly proud of the excellence of our service. And that 
service is indeed growing. Not only has the Civil Aeronautics Board 
wisely revised the local service patterns to improve service to the 
traveling public, but it has at the same time provided that revenue 
from many local service stops shall be forthcoming from those com- 
munities, or air service may be suspended . While these new routes 
are being developed, an increase in mail revenue from S. 2402 would 
serve to take up the economic slack of light passenger loads. 

May we also point to the fact that some airlines are converting 
piston-type aircraft from passenger to cargo-carrying planes. We 
believe the service will be ready, and the enactment of this legislation 
will encourage other airlines to convert passenger planes to cargo 
and mailplanes when those aircraft are no longer competitively feas- 
ible in this age of speed. 

Now, may we respectfully add two words of caution? First, to those 
not in the aviation industry, this measure might be considered as a 
panacea for the economic ailments of airlines, especially local service 
carriers. We do not envision the end of financial difficulties because 
more mail may become available. In order that the Post Office De- 
partment may obtain ae quality service and still remain within 
its budget, the rates will, by necessity, be competitive. To us, this 
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means low. It must be remembered that where mail is concerned, 
even though the load is light, the trip must still be flown. We can, on 
the other hand, see that when dispatchers order trips operated to 
balance equipment at least some revenue may be available. Overall, 
this legislation should not be misconstrued as being devised for the 
special interest and profit of airlines. The keynote is improved serv- 
ice, to augment ground services that cannot meet the needs of the 
Post Office. 

Secondly, we earnestly hope that other proponents of this vital 
piece of legislation will not hold out to the public the impression that 
much first-, second-, third-, and fourth-class mail will be carried on the 
new jet service. With passenger loads running over 90 percent in 
most cases, and the increased relative importance of fuel, only airmail, 
we think, will be carried. And this condition may be entirely within 
the concept of rapid airmail service as the Postmaster General in- 
tended it to be. 

You are most kind to allow our appearance at this hearing and we 
wish to express our gratitude. 

Senator Monroney. Thank you very much, we appreciate this, Mr. 
Commerce. 

You heard the statement that we had been informed by some rail- 
road advocates that mail has laid around for many hours or for days 
at some points. Do you know of any case where mail has been unduly 
delayed at the airports? 

Mr. Commerce. To our knowledge, yes, sir, we believe that there 
may have been occasions; but in ground operations which, in the way 
of speaking, we supervise, it is customary to return mail to the Post 
Office when it cannot be expeditiously handled; that is our understand- 
ing of the proper procedure of handling all mail, that it is not to be 
left around because it must be under guard and there may have been 
occasions such as you mentioned at Christmas time when large quan- 
tities may have laid in operations offices, but no specific cases to my 
knowledge, sir. 

Senator Monronry. Sometimes, I expect, during Christmas time, 
it even gets delayed on surface transportation. 

Mr. Commerce. I wouldn’t be surprised. 

Senator Monroney. But it is the standing custom that mail must 
move ahead even of pass-holding passengers who are also on a space- 
available basis. 

Mr. Commerce. Indeed. Ask anyone who has ever tried to get out 
of Chicago on a pass. 

Senator Monroney. I would believe, however, that your estimate 
of the 90-percent load factor now enjoyed by the few companies who 
have received the early models of jets is beyond even the fondest 
dreams of the airline operators. When competitive lines have the same 
type of equipment the load will be more equally distributed and there 


will still be some mail that can be moved rather advantageously by 
jet. 


Mr. Commerce. Yes, sir; I was just speaking of present early figures 
in the development of the jets. 

Senator Monroney. As I understand it, I don’t have the figures 
on the domestic lines solely, but I believe we practically doubled the 
seating capacity of the free world’s scheduled airlines with the ful- 
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fillment of all present orders pending in the airplane industry. We 
do have a vast amount of capabilities of handling more and more 
people and also more and more things. _ = fee 

Mr. Commerce. Yes, sir. You mentioned something which is very 
close to our heart and that is the problem of the ferrying of equipment 
and so-called footnote flights, those with daily excepts. There are 
many times when those are so scheduled because the return passenger 
load is not there and the weekend business, for example, as you know 
scheduled airlines do not operate them, and we respectfully 

Senator Monroney. They don’t operate much; they do operate. 

Mr. Commerce. Yes, they don’t operate very many of these flights. 
We submit that the weekends might be the very finest time for the 
movement of this type of mail which you are now considering, be- 
cause of this, except for those aircraft that have to be pulled off for 
maintenance. Some of that scheduling is done for that purpose. 
But I think in the long run that many flights which do not operate 
could be operated on weekends as long as this newest type of services 
is available. 

Senator Monroney. It might even help improve passenger service 
over the weekend. 

Mr. Commerce. Indeed, sir. 

Senator Monronry. You have that much revenue going on the 
plane. 

Mr. Commerce. Yes, sir. 

Senator Monroney. Do you have any questions, Senator? 

Senator Cartson. No; I just want to commend Mr. Commerce and 
the airline dispatchers for taking care of me and many other customers 
as we travel onthe airlines. You doa very fine job. 

Mr. Commerce. Thank you. 

Senator Monroney. I would also like to commend you for your con- 
cern over all those engaged in the labor force. I quite agree with you 
that the proposed sending of some 50,000 tons of first-class mail leav- 
ing better than 2,600,000 tons still to be carried by surface transpor- 
tation will be a rather small diversion. This diversion would not be 
disastrous either to the railroads or to the fine men who are employed 
on them. 

Mr. Commerce. Thank you, sir. 

Senator Monroney. Thank you, sir. 

Our next witness is Mr. Paul A. Nagle, one of our old friends of the 
committee who has appeared many times in the interest of the em- 
ployees of the National Postal Transport Association. He is presi- 
dent of this association. We are happy to have you back before 


this committee, Mr. Nagle, and appreciate your taking time to present 
your statement to the committee. 


STATEMENT OF PAUL A. NAGLE, PRESIDENT, NATIONAL POSTAL 
TRANSPORT ASSOCIATION; ACCOMPANIED BY HAROLD A. MAN- 


KER, VICE PRESIDENT, NATIONAL POSTAL TRANSPORT ASSO- 
CIATION 


Mr. Nactz. Thank you, Mr. Chairman. I am accompanied this 
morning by our vice president, Mr. Manker, who is in the nature 
of being a constituent of your colleague on the committee, Senator 
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Carlson, and I would like to say in regard to the comments you made, 
Mr. Chairman, concerning the testimony of the previous witness, Mr. 
Commerce, in his wholesome regard for the welfare of the employees 
of the railroad industry; we have that same regard and we have it 
from a very primary standpoint in the sense that we have members 
in both the air and the surface categories of transportation. We 
represent, as you indicated, the railway mail clerks, and the mail 
clerks assigned to the Nation’s airline terminals, the highway post 
offices, and the post offices of the Nation. I have a brief statement. 

I appear before you today in behalf of the Nation’s postal trans- 
portation clerks to ask that in — consideration of S. 2402 you 
concern yourself with the overall problem of postal transportation. 

The National Postal Transport Association reaffirms its devotion 
to the principle of an improved postal service. We suggest that any 
—, for improvement ef should rest upon accurate distri- 

ution and swift transportation of all classes of mail. 

S. 2402 declares that when the public interest requires service by 
air because of such considerations as nature of the terrain or inade- 
ae of surface transportation, the Postmaster General may arrange 

or air transportation of all classes of mail. 

Postmaster General Summerfield in his testimony before this com- 
mittee on July 24 testified that if enacted without amendment, au- 
thority granted by S. 2402 would be applied only in the cases of faulty 
terrain or surface transportation inadequacy. S. 2402 is quite evi- 
dently not intended by the Post Office Department as a bill to provide 
for fully expedited of “all up” mail transportation. 

Six years ago when the experimental airlift was inaugurated, the 
National Postal Transport Association was forced to be critical of 
the new development because of (a) its now recognized lack of legis- 
lative sanction; (b) its being founded upon withdrawal of existing 
railway post office service rather than serving to supplement such serv- 
ice; and (c) its financing which charged to railway post office opera- 
tion an operating cost structure which ‘we continue to feel was com- 
puted at an artificially high level. 

Senator Monroney. Would you stop just a minute. Senator Carl- 
son would like to make an announcement. 

Senator Cartson. Mr. Chairman, I regret but I am going to have 
to leave to attend a luncheon which has been set up for some time. 
I am particularly delighted that Mr. Harold Manker who is one of 
my constituents is present and I regret that I must leave at this 
time. 

Mr. Nactz. Thank you, Senator Carlson; we are sorry you can’t 
stay but we are glad you have been able to be with us as long as you 
have this morning. 

The difficulty with the experimental airlift lay in the fact that, since 
there had been no legislative sanction, financing of the airlift had to 
be accomplished by diversion of funds from other transportation 
accounts. Most conspicuously available for this purpose was the 
fund for railway post office operation between points serviced by the 
airlift. We feal a more direct means of financing should have heen 
developed, and we continue to feel that railway post office costs were 
overstated in order that an adequate part of the appropriation might 
be allocated to the airlift. 
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The Post Office Department testified that an air transportation 
program coupled with the metropolitan area plan will be adequate 
to satisfy the country’s postal needs. The National Postal Trans- 

rt Association now reemphasizes its position that sectional centers 
and airport mail facilities can function effectively only when they 
are connected by mobile distribution units. Accordingly, we advo- 
cate that in whatever air transportation program might be developed, 
there be an accompanying instruction for maximum utilization of 
railway post oflice and highway post office operations. 

The position of the National Postal Transport Association is that 
the initials “M.A.P.” instead of simply meaning “metropolitan area 
plan” should also identify a series of mobile assembly points which 
would enable the smooth transmission of mail matter by air, rail, or 
highway with no interruptions for distribution at post offices. 

Senate Report 292 accompanying the Post Office appropriations 
for 1960 directed that. highway post office routes be established to 
replace withdrawn railway post office service wherever practicable. 
We find that this is not being done and that, quite to the contrary, 
some highway post office routes are currently being canceled. 

If I may, Mr. Chairman, parenthetically, I would like to emphasize 
the gratitude that we in the National Postal Transport Association 
have for the concern you showed in the hearings before the Appro- 
priations Committee and how in your capacity as a member of the 
Appropriations Subcommittee you were instrumental in having the 
concern of the full committee expressed in regard to this type of 
postal function. 

Senator Monroney. This highway function served by the highway 
post offices is just as important, I feel, to rapid distribution for the 
shorter hauls as are the airmail routes. We are the victims of dis- 
continuance of passenger trains that is reaching great proportions— 
discontinuance which according to the statistics is now at a rate of 
about one passenger train per every working day. In 1920 we had 
10,000 mail-carrying passenger trains. We are down to 2,200 mail- 
carrying passenger trains today. If we are to move the mail expe- 
ditiously it should be picked up by the best available means of trans- 
portation. The highway post office is one of those important func- 
tions. Another would appear to be the distribution of mail by air 
when that proves to be the fastest pessible way. 

Mr. Nacie. We certainly concur in that, Mr. Chairman, and our 
purpose here is to emphasize the need to have effective coordination. 

The most sensational feature of S. 2402 is its grant of authority to 
the Postmaster General to enter into contracts for air transportation 
at rates other than those set by the Civil Aeronautics Board and to 
do so without being required to advertise for bids. Testimony of the 
CAB asked that the Board’s regulatory powers not be reduced. In 
the opinion of the National Postal Transport Association this request 
properly should be granted. Members of our association could be 
exposed to serious employment problems under free contracting ar- 
rangements and we believe the established CAB ratemaking pro- 
cedures should not be reduced nor the authority of the Board diluted. 

I would like again here, Mr. Chairman, parenthetically, if I may, 
to emphasize our concurrence with the reasons given by Mr. Tipton 
in his testimony here, that section (e) of S. 2402 might possibly be 
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modified a bit to insure that the contracting procedure does not result 
in impairment of the overall program which this bill obviously in- 
tended. =a , 

S. 2402, if approved in its present form, would certainly tend to 
increase the flow of mail by air. One feature of any such expanded 
program should emphatically be the dramatic expansion of airport 
mail facilities. If we are unable to await the departure of an in- 
conveniently scheduled surface medium, we can certainly not afford 
downtown transportation of mail arriving and departing by air at a 
suburban airport. soo 

Establishment of airport mail facilities has not remotely kept pace 
with the augmented volume of airmail. There is, for example, no 
airport mail facility at Friendship Airport in Baltimore, the National 
Capital’s jet terminal. There is no airport mail facility anywhere 
in the entire State of Oklahoma, and I might add also that there is 
none in the State of Kansas. 

Senator Monroney. We are trying to see that a couple will be 
established. 

Mr. Nactr. The Portland postal region has resisted strenuously the 
National Postal Transport Association’s crusade for this type of fa- 
cility at Portland, Oreg. and the region actually closed the unit op- 
erating at Billings, Mont. 

In regard to Portland, if I may, sir, Mr. Tipton spoke this morning 
about the plans to provide expanded use of jet aircraft and things 
of that sort, more modern aircraft, and the airlines using Portland 
are planning to introduce jet aircraft later this year and two addi- 
tional airlines, I am told, are planning to begin to use the Portland 
Airport. Still we have this peculiar contradiction in terms where 
the airports traffic is increasing and the facilities for handling the 
mail at the port have not been improved. 

A myriad of airport mail facilities manned by postal transportation 
clerks is essential to the efficient handling of even the current volume 
of mail by air. Approval of S. 2402 would make airport mail facil- 
ity development tingly more essential. 

Mr. Chairman, S. 2402 is concerned primarily with a grant of added 
authority to the Postmaster General. In undertaking the grant of 
such power, this distinguished committee is petitioned to recognize 
that truly expeditious, efficient and economical transportation of mail 
can be accomplished only through the medium of coordination of ex 
route distribution media with swift air transportation. 

I would like to say again, Mr. Chairman, that my colleague and I 
are deeply appreciative to be able to appear before you and express 
our views. 

Senator Monroney. Thank you. I am particularly interested in 
your comment that even in Baltimore there is no provision made for 
an airport post office. I presume you have them in Ehicago! 

Mr. Nactz. Two in Chicago, three in the New York area, but in 
New York paradoxically we have them in separate postal regions. 
The sebort T had recently, I recall your inquiry of Mr. Commerce 


here a second ago with reports that mail had been laying about. The 
report that reached me recently came from La Guardia. I think it 
wasn’t serious. However, the information as it was presented to me 
was that this would have been avoided had the three airports, Idle- 
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wild, La Guardia and Newark, had they been under one authority 
rather than divided. 

Senator Monroney. I am sure you have heard the testimony these 
several days. I have noticed you in attendance. If we are going to 
benefit from the use of empty space on feeder lines we will need cer- 
tain airport post offices in hub centers that don’t have them today. 
In other words, if the mail has to be hauled in—I’m talking only of 
Oklahoma City with which I am familiar—taken off of a plane which 
only a few hours ago was in New York or Washington, given a lon 
5-mile ride into town through traffic, worked through the norma 
provisions of sorting mail in the Oklahoma City central post office, 
left again for a truck or a bus or a car to take it back to the post 
office, we'll lose perhaps some 6 or 8 hours simply for giving it a ride 
around town. 

Mr. Nacte. This is exactly right, sir. The reason given by the 
Post Office Department for not establishing this type of facility in 
more numerous locations is that the volume of mail being redispatched 
by air at an airport such as Oklahoma City is not sufficiently great to 
warrant the installation or the inauguration of airport mail facilities. 

Senator Monroney. That is right, but if it were sending by air 
much of the first class mail that today tries to find its way on surface 
transportation the situation would be changed. If we increase the 
volume of mail carried by air, it certainly makes it necessary that the 
mail be distributed without delay and put on an efficient schedule. 
Sometimes if you miss by an hour or two a local service schedule the 
mail might have to wait until the next day, and there certainly would 
be no economy or time-saving in operating that way. 

Mr. Nacte. Emphatically. Yes, sir. We might come back to the 
colloquy between you and Mr. Tipton. If we had the volume we 
might need the faciiity; if we had the facility we might get the 
volume. 

Senator Monroney. Certainly if we are going to speed up the mail 
and we are going to move more of it by air, we are going to need more 
distribution points where that mail can be routed on the terminals, 
just as it has been routed on the railway mail. 

Mr. Nactx. Indeed, sir. 

Senator Monronry. Thank you very much for your statement. 
Does your associate have a statement he would like to make? 

Mr. Nacte. No, sir; this was a joint statement. 

Senator Monroney. The committee will stand in recess until Thurs- 


| day, and we will be happy to receive any requests of any witnesses 


that wish to be heard. We are reserving some time for some of tie 
employees of airlines for the Air Line Pilots Association. Mr. Case, 
will you be ready by Thursday ? 

Mr. Casr. Yes, Mr. Chairman; we will. 

Senator Monroney. All right, we will hear the airline pilots and 
other branches later. 

I would like to put in the record a telegram from Las Vegas, Nev., 
from the Bonanza Air Lines in support of S. 2402. 





94 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 


(The telegram is as follows:) 


Hon. A. 8. MrkE MoNnRONEY, 

Chairman, Post Office Subcommittee, 

Senate Post Office and Civil Service Committee, 
Washington, D.C.: 


Desire to place Bonanza Air Lines on record in support of basic principles 
of S. 2402 introduced by you to improve postal services to public and concur. 
rently to advance the reduction of airline subsidies. Regret the unavoidable 
conflict between your hearings on bill and ALTA meetings in Alaska, which con. 
flict prevents our appearance before your committee in support of basic legis. 
lation. We are deeply grateful for your continuing and most effective efforts 
in furtherance of the development and strengthening of civil aviation in gen. 
eral and the local service industry in particular. We are also most appreciative 
of your efforts to permit the local service industry to participate to a sub- 
stantially greater degree in an improved national postal system. 

EpMOND CONVERSE, 
President, Bonanza Air Lines, Inc. 


Senator Monroney. The committee will stand in recess until 10:30 
next Thursday. 

(Thereupon, at 12:35 p.m., the subcommittee was recessed to recon- 
vene at 10: 30 a. m., Thursday, July 30, 1959.) 
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FRIDAY, JULY 31, 1959 
U.S. Senate, 


Committee on Post Orrice AND Civin SERVICE, 
SUBCOMMITTEE ON Post Orrice, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:30 a.m., in 
room 6202, New Senate Office Building, Hon. A. S. Mike Monroney 
(chairman of the subcommittee) presiding. 

Present : Senators Monroney and Jordan. 

Also present: H. W. Brawley, executive director; J. Don Kerlin, 
assistant staff director; and Frank A. Paschal, professional staff 
member. 

Senator Monronery. The Subcommittee on Post Office of the Post 
Office and Civil Service Committee will come to order. 

This is the third hearing on S. 2402, a bill to clarify the authority 
of the Postmaster General to provide for the expeditious, efficient, and 
economical transportation of mail. 

There is presently pending before the committee requests to testify 
which justify two more hearings. These will be held next Monday at 
10a.m. and next Tuesday at 10: 30 a.m. 

I would like to state again that we would like to conclude these hear- 
ings as soon as possible and to remind those that may be thinking of 
testifying before the committee that they should get their requests 
in immediately. 

Ihave a statement from the distinguished Senator from Alaska, Mr. 
Bartlett, in support of the bill S. 2402, which I will place in the record 
at this time. 

(The statement is as follows :) 


| STATEMENT OF Hon. E. L. Bartiett, A U.S. SENATOR FROM THE STATE OF ALASKA 


Mr. Chairman, I should like to endorse the objectives of S. 2402, although I 
do not speak particularly to technical provisions of the bill. 

It was a matter of gratification, Mr. Chairman, when this committee was 
considering early in July an Alaska bill regarding the carriage of mail under 
boat contract for points between Seward and Nikolski via Alaska Peninsula and 
Aleutian Island points, that you brought up the very subject covered in the 
terms of S. 2402. At that time you expressed your belief that it was incumbent 
upon the Department to expedite the movement of first-class mail to Alaska 
es Hawaii through inclusion in experiments or the carriage of such mail 
V air. 

During the Christmas mail season last year, the Post Office Department 
did perform an airmail lift to Alaska. Ina report to me in January in connection 
— a request that the experiment continue, Postmaster General Summerfield 
Stated : 

“It was quite successful, and resulted in the transportation of heavy volumes 
of first-class mail to and from points in Alaska during the Christmas mailing 
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season. Initial reports show that about 32,000 pounds of mail were transporteq 
from Seattle to Alaska; and about 20,000 pounds in the reverse direction.” 

It is my understanding that the rate established by the Civil Aeronautics 
Board for this Alaska airmail lift was effective only through December 31, 195 
and General Summerfield informed me that the Department did not contemplate 
resumption of the experiment, although the Department would continue studying 
“the special problems encountered in the State of Alaska.” 

In his letter to Congress submitting the draft of legislation which became 
S. 2402, General Summerfield stated that “* * * in 1953, the Post Office Depart. 
ment inaugurated an experimental airlift for regular first class mail, testing 
its practicability as a means for improving intercity service. This is now 
operated on three principal segments, namely, east and west between New York, 
Washington, and Chicago; north and south between New York, Washington, 
Chicago, and Florida points; and on the west coast where an area operation 
serves both large and small cities in California, Oregon, and Washington.” 

It has been my contention for some little time that if these experiments can 
be carried out and especially in connection with the Pacific coast States, there 
are more compelling reasons why they should be used in Alaska because of our 
transportation situation. 

There are no trains to Alaska, as you know. The Post Office Department has 
been considering an arrangement to send certain classes of mail, perhaps ag 
often as six times a week, from Seattle to Fairbanks by truck over the Alaska 
Highway and connecting roads, but so far as I know no final decision has 
been reached on this proposal. Such an arrangement would, of course, provide 
a much faster means of transporting the mail than by boat. However, the 
transportation of mail by truck in itself would not be of assistance to many of 
the coastal communities of Alaska which have no road connections. Delays 
experienced in transporting mail to Alaska by boat can be and are often intoler. 
able. As an example of what I mean, earlier this year I sent two letters on 
the same day to a correspondent in Juneau by regular mail. My correspondent 
in writing me again and reprimanding me for these mailings stated that one 
letter reached him 18 days after mailing here and the other 14 days. And this 
complaint was only one of many I have received on the delays occasioned in the 
delivery of surface mail. One of the purposes of this measure, Mr. Chairman, 
as outlined in General Summerfield’s letter to the Congress, was to give authority 
to him to “use air carriers authorized by the Civil Aeronautics Board for the 
transportation of all classes of mail when he finds it to be in the public interest 
because of the nature of the terrain or the impracticability or inadequacy of 
surface transportation.” 

Surface transportation to Alaska is inadequate and nowhere in the States is 
the term “nature of the terrain” more at point than it is in Alaska. The 
first port of Ketchikan in Alaska lies by boat some 750 miles north of Seattle, 
Wrangell, 850 miles; Petersburg, 900 miles; Juneau, 1,000 miles; Sitka, 1,060 
miles; Haines and Skagway, 1,100 miles; Cordova, 1,540 miles; Valdez, 1,569 
miles; Seward, 1,585 miles. Surface mail for the interior of Alaska is carried 
by boat to Seward, which is some 470 miles south of Fairbanks by way of the 
Alaska Railroad. The mileages are vast and the adequate delivery of mail 
cannot be accomplished under these circumstances. I hope that the authority 
sought in S. 2402 will be granted through enactment of this measure. I applaud 
your statement, Mr. Chairman, made earlier this month in connection with the 
mail bill for Alaska mentioned earlier, when you said, “First-class mail is 
supposed to go faster than Pony Express.” Those words summed up, beter than 
I ever could, the need for the legislation now before you. 


Senator Monroney. Our first witness this morning will be Mr. Clay- 
ton L. Burwell, president of the Independent Airlines Assoication. 

Mr. Burwetu. Mr. Chairman, I understand that Mr. Slick has to 
catch an airplane. If it is agreeable with the chairman, it is agree- 
able with me if he goes first. 

Senator Monroney. That would be perfectly agreeable; we would 
be happy to accommodate Mr. Slick. 

T am quite familiar with your airline’s operation and take great 
pride that it has its beginnings in the State of Oklahoma. I appreciate 
your appearance, and you may proceed in your own way, sir. 
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STATEMENT OF EARL F. SLICK, CHAIRMAN, BOARD OF DIRECTORS, 
SLICK AIRWAYS, INC. 


Mr. Stick. Mr. Chairman, my name is Earl F. Slick. I am chair- 
man of the board of Slick Airways. I appreciate this opportunity to 
appear before the committee in support of S. 2402. 

I have a prepared statement that I would like to submit to the 
committee. 

Senator Monrongy. That would be perfectly all right. You may 
read the statement or if you prefer we can print the full statement 
in the record and you can aan it. 

Mr. Suicx. The first part of this statement deals primarily with 
the history and future plans of Slick Airways. I thought this might 
be of interest to the committee to show the background of an all-cargo 
carrier and also why we are so interested in this legislation. 

I would like to start reading from my statement at page 8 on the 
benefits of the proposed legislation: 

Clarification of the authority of the Post Office Department to 
transport all classes of mail by air will enable the Department to con- 
tinue the so-called surface mail experiment on a permanent basis and 
to expand the scope of the experiment where appropriate. The Post- 
master General has presented testimony to your committee showing 
that the airlift operations in the experiment have improved first-class 
mail service at a cost which does not exceed the cost of surface trans- 
portation. Other classes of mail, now moving by surface means of 
transportation, can benefit in the same way that first-class mail has 
benefited. In fact, when new, modern cargo equipment, such as that 
Slick proposed to uses by 1963, is acquired by the airlines, the service 
benefits will be gerater and the costs will be lower. These advantages 
should not be denied the postal service. The Postmaster General 
should have freedom to choose that means of transportation which 
best serves the interests of the postal service. This legislation would 
give him that freedom, thus making the Post Office Department a 
more flexible, efficient operation. 

Air carriers would benefit from this legislation by the revenues 
which would be received from the air transportation of classes of mail 
now moving by surface means. These revenues would strengthen 
carriers not receiving subsidy and would reduce the subsidy needs of 
carriers receiving subsidy payments. 

These benefits are in accord with established policy of the Govern- 
ment and Congress. In the report on civil air policy by the President’s 
Air Coordination Committee, issued in May 1954, the Government 
was urged to strengthen the air cargo industry by increased use of 
the industry’s services by Government agencies. The committee found, 
inter alia, that: 

The Federal Government is in a position to improve the economic position 
of the commercial air cargo industry without subsidy by increased use of 
available services on a routine business basis. 

This applies to procurement of transportation by the Post Office 
Department as fully as it does to other agencies of Government. 

The importance of nonpriority mail revenues as a means of reducing 
subsidy needs has been recognized by the Senate Appropriations Com- 
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mittee. In report, Calendar No. 417, 86th Congress, 1st session, that 
committee observed that: 

* * * the amount of such subsidy (to air carriers) can be reduced by coopera- 
tive efforts between the Post Office Department and the Civil Aeronautics Board 
to increase the volume of nonpriority mail being transported by such carriers, 
[Matter in parentheses added.] 

The way in which air transportation of nonpriority mail can 
sharply reduce subsidy payments can be graphically illustrated with 
the estimated subsidy needs of Slick Airways. The Postmaster Gen- 
eral testified before your committee on July 24, 1959, that nonpriority 
mail volume will be increased approximately six times if S. 2402 is 
enacted intolaw. Assuming the proportionate share of Slick Airways 
in the total volume of movement would be about equal to its share of 
nonpriority mail transported in 1957, its revenues from this trans- 
portation would be approximately $750,000 per year. This would re- 
duce its estimated subsidy needs for 1960 to under $200,000 when 
added revenues from priority airmail are also considered. It would 
eliminate the need for any subsidy in 1961 and following years. 

This legislation would promote national defense objectives in addi- 
tion to the benefits previously discussed. By strengthening the finan- 
cial condition of existing air carriers through augmentattion of reve- 
nues, this legislation would improve the ability of air carriers to en- 
courage design and production of heavy, modern all-cargo aircraft 
for acquisition and use commercially. Financing will be made easier 
and aircraft manufacturers will be more willing to proceed with de- 
sign and production of new and improved aircraft. Since commer- 
cial carriers participate in the civil reserve air fleet program, provid- 
ing a ready reserve of airlift capacity for use by the Department of 
Defense in the event of national emergency, improved aircraft would 
be available for national defense. This would eliminate the concern 
sometimes voiced by military officials to the effect that more modern, 
heavy cargo planes are needed to make the CRAF program a satisfac- 
tory instrument of national defense. 

The benefits to the public from this legislation are indicated in the 
foregoing discussion. The public would profit from an improved 
postal service and National Defense Establishment. It would also gain 
the advantages of a stronger, more reliable air transportation indus- 
try having reduced subsidy needs. What is more, these benefits would 
be realized without costs exceeding those presently paid for surface 
transportation of the classes of mail affected by legislation. 

S. 2402 is, in our view, sound legislation. It clearly promotes the 
public interest in an efficient postal service, a strong national defense, 
and an improved air transport industry. We strongly urge its prompt 
enactment. 

Senator Monroney. Thank you, very much, Mr. Slick. 

I note that you skipped what I think are some rather important parts 
of your statement, regarding the progress in the equipment of your 
fleet. As I recall you started in 1946 with war surplus C-46’s. That 
was the basis of your fleet, was it not ? 

Mr. Stick. Yes, sir. 

Senator Monroney. I believe you equipped yourself with DC-6A’s 
following the obsolescence of the C-46’s. 





AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 99 


Mr. Suicx. Yes, sir. We were the first carrier to order the DC-6A. 
This was later developed into the DC-6B, which was used for pas- 
sengers. We ordered I think three originally, and through the years 
we have ordered a substantial number more. We also operated DC-4's, 
and we have leased Constellations. 

With all of these plans we have had in the past, the operating costs 
have been so high that we have been unable really to get into the volume 
air freight business. 

Senator Monronry. What has been the approximate cost per ton- 
mile to the customer for cargo using DC-6’s and Constellations ? 

Mr. Stick. Approximately 9 cents a ton-mile on direct costs, with a 
100 percent load factor. 

Now, the charge to the customer increased from about 12 cents a 
ton-mile when we started operating in 1946 to 18 to 20 cents a ton- 
mile today, and that is due to added costs and inflation really since 
that time. We are hopeful that with either the Canadian turbo-prop 
freighter or the Lockheed freighter, which we have tentatively or- 
dered, our rates can be reduced substantially, down to below 10 cents a 
ton-mile level to the customer. That is when we hope to hit the volume 
air freight industry. 

Senator Monroney. Am I not correct that you are the first purchaser 
of the Lockheed GL-207 Super Hercules ? 

Mr. Stick. Yes, sir. 

Senator Monroney. You have purchased six? 

Mr. Stick. Yes, sir. 

Senator Monroney. With the intention to buy five additional. 

Mr. Stick. It was announced yesterday Pan American ordered 12 
planes of the same type. 

Senator Monroney. I commented on the Senate floor last night that 
it was the 50th anniversary of the Wright Bros. demonstration flight 
to prove to the Army that the airplane would be very useful. The 
flight was from Fort Myer to Alexandria, Va. They had to be able to 
fly 45 miles an hour. This is 50 years later, and 33 of these huge cargo 
planes have already been ordered by private airlines. I thought it 
was quite interesting to note that not only is this a $150 million invest- 
ment by private industry in a new era of aviation, but also that these 33 
planes would give an instant lift capable of moving 2,500,000 pounds 
a distance of 3,500 miles at a speed in excess of 400 miles an hour. We 
calculate the total airlift capability of these 33 planes to be equivalent 
to about 125 DC-6’s. So, we are making a rather spectacular begin- 
ning of this air cargo age which you have been so interested in bringing 
about. 

You are buying these planes in anticipation, of course, of a greater 
use of air transport by Government agencies, such as the Defense and 
Post Office Departments and others, in order to help make this air 
cargo industry pay and grow? 

Mr. Suicx. I think by combining the commercial freight and the 
Government freight there can be economies and the carriers can cer- 
tainly be stronger when the planes have the business to operate 
efficiently. 

Senator Monroney. I believe in your testimony before the Civil 
Aeronautics Board you stated that with these new planes you could 
handle a full plane load of mail on regular service at a rate perhaps as 
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low as 8 or 9 cents a ton-mile, and that for the mixture of mail and other reaso 
freight on a common carriage basis that you could give a 12 cents a woul 
ton-mile rate. Is that correct ? off ai 
Mr. Sricx. Yes, sir; that is correct. Economies in the mail are very Mr 
great. You have no sales solicitation or many indirect costs and [| 
think at these rates the carrier can still make a profit with these new Se 
airplanes. Mi 
Senator Monroney. Of course the Post Office Department brings the Se 
mail to the airport, so it is unloaded there without the necessity of — mail: 
additional contracts or other overhead to get it out from the manu- Mi 
facturer to the airport, which would be the case in common cargo, [thes 
Mr. Stick. It would be cheaper to handle on a nonpriority basis ever, 
than commercial airfreight. We have no credit risk or handling cost other 
or sales solicitation. pend 
Senator Monroney. I do not know whether you are familiar or not Sei 
with the testimony of the Air Transport Association of which you are — fftract: 
a member. While the association approved of sections (c) and (d), ment 
which provide for a common carriage rate, although not specified, on fjneed 
the space-available basis, it protested rather strongly against section 
(e), which allows the Postmaster General under certain conditions and Mi 
within certain limitations to contract for what I would presume to be {Depa 
full planeload regular service between high density points. Sel 
I would like to have your comment as to whether you agree with the §schec 
ATA since you are one of the most experienced freight carriers in the the p 
business. Is that section not only unnecessary, but, as they said, their 
undesirable and detrimental to the development of the air cargo mast 
industry ? adva 
Mr. Stick. No, sir; I do not agree with ATA. I believe that the when 
Postmaster General should have this flexibility to contract for full ibler 
planeload movement of mail. It certainly would have to be super- Mi 
vised properly. We have seen in the MATS business and the Defense car 
Department contract business rate wars develop where the rates get Bgreat 
so low that no one makes any money out of them and it has been §vell' 
destructive of competition. I believe this authority could be granted Wi 
to the Postmaster General if it is proper] y supervised. to an 
Senator Monroney. There seems to be some strong thought—and se 
I think the Post Office Department would agree—that the contract [§boug 
rate between the Postmaster General and the air carrier should not Mr 
go below what we might call a peril point. Maintenance, flight [§1%2: 
standards, necessary costs, including depreciation on equipment, 0 
would have to be included in a minimum base below which the CAB sel 
would not permit the rate to go. We have asked the CAB for some [DC 
language to provide such protection. Mr 
Would you think that that would be advantageous to the sound 
development of an air-cargo industry ? Loga 
Mr. Suck. Yes, sir; I think it would. That would be a very good _As 
idea—to set a minimum. It would parallel the direct costs, including 
depreciation. Then, depending on how bad the carried needed the JY | 
business and whether he had excess equipment or not, he could come 
down to that minimum with a negotiated bid with the Post Office 
Department. nnd 
Senator Monroney. In the case of mail moved on the space-avail-  §i!"S 
able basis at a rate fixed by the CAB, since the mail load would be §'™e 
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reasonably steady and would be provided for in the schedules, there 
would be very little chance of it not being handled on the first flight 
off after the delivery of the mail to the airport; is that not true? 

Mr. Stick. Yes, sir. I think in the past experiment on surface mail 
that they have been able to handle the mail almost every time. 

Senator Monroney. You handled quite a good deal of it, didn’t you? 

Mr. Suck. Yes, sir; we did. 

Senator Monroney. You did not feel that you had to offload the 
mails to take on other cargo? 

Mr. Stick. No, sir; it was determined before we started out that 
the space would be available, which it was in almost every case; how- 
ever, if we did not have space available, it was transferred to some 
other carrier that did. They were able to get good service and de- 
pendable service on this space-available basis. 

Senator Monronery. Under subsection (e), permitting use of con- 
tracts, would there not be some advantage to the Post Office Depart- 
ment, as well as to the air carrier, because they could contract for 
needed extra schedules for the more rapid movement of mail between 
high density points ? 

Mr. Stick. There would. It could fit right into the Post Office 
Department’s needs. 

Senator Monroney. One thing about the all-cargo carriers, their 
schedules are flexible enough, since they do not have to fit the time 
the passengers wish to ride, that they can be tailored to the needs of 
their clients, one of which in this case would perhaps be the Post- 
master General. So they could arrange flights to leave at the most 
advantageous times or to arrive at the other end of the line at times 
when the mail could be dispatched and delivered at the earliest possi- 
iblemoment. Is that not a correct statement ? 

Mr. Suck. Yes, sir. One thing about the mail and the cargo 
carriers, the cargo moves primarily at night, and that is when the 
greatest need for mail movements arises. So they really fit in very 
well together. 

With the new prop jet airplanes there will be overnight delivery 
toany place in America for both mail and air freight. 

Senator Monroney. Are these new Super Hercules that you have 
bought to be ready for delivery in 1963 ? 

Mr. Stick. No, sir. They are going to be ready in January of 
1962; certificated. We plan to have our full fleet in operation by 
1963. 

Senator Monroney. In the meantime, do you still have your 
DC-6A’s or have those been disposed of ? 

Mr. Stick. We are now operating three DC-6A’s on the Pacific 
on a Government contract. We are operating nine DC-4’s, domestic 
Logair contract. We have two other DC-6A’s that are out on lease. 

_As you probably know, we stopped our common carrier opera- 
tion in 1958 because of financial loss, and we have not reinstituted 
any common carrier freight service. We have a proceeding before 
the Board now to make the all-cargo carriers eligible for subsidy and 
have requested a permanent certificate of mail authority. We hope 
that this proceeding will be over some time during the year and we can 
reinstitute common carrier freight service with DC-6A’s until the 
time we get the delivery of the 207. 
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Senator Monroney. You feel, though, that once you have this eff. 
cient plane, there will be no need for subsidy d 

Mr. Stick. I do not believe there will be any need for subsidy with 
that airplane. You can operate at profitable rates in very large vol. 
ume with the plane. 

However, we would like to have the eligibility for subsidy, pri. 
marily, to even out the competitive situation that has been going on 
for 15 years between the combination carriers, the passenger carriers, 
and the all-cargo carriers. I think that the eligibility will help that 
competitive situation. 

Senator Monroney. The rate of 12 cents a ton-mile compares rather 
favorable with rates on surface transportation, does it not ? 

Mr. Suicx. I beleve it will be very comparable with truck rates 
and for a good part of the rail transportation. This will be an aver- 
age rate. Some of our rates might go as low as 6 cents a ton-mile on 
certain commodities and some might go. up to 15 or 16 cents a ton- 
mile on other commodities. For the first time air will really be di- 
rectly competitive ratewise with surface transportation. 

Senator Monroney. For the mail which you flew in 1957, what was 
your ton-mile rate to the Post Office Department? 

Mr. Stick. There were no bids involved. We were paid the same 
rates as established by the CAB for all carriers. The surface mail 
went at 18 cents a ton-mile and the airmail at 35 or 36 cents a ton-mile, 

Senator Monroney. You didn’t carry airmail, did you? 

Mr. Stick. Yes, sir. 

Senator Monroney. Thank you very much for your helpful state- 
ment, for your interest and endorsement of the bill, Mr. Slick. We 


will place your entire statement in the record at this point. 
Mr. Stick. Thank you, sir. 
(The complete statement of Mr. Slick is as follows :) 


STATEMENT OF Hart F. Siick ON BEHALF OF SLICK AIRWAYS, INC. 


My name is Earl F. Slick. I am one of the founders and chairman of the 
board of directors of Slick Airways, Inc., one of the first all-freight carriers. 
I appreciate the opportunity of appearing before your committee regarding this 
legislation. 

Slick Airways favors legislation to clarify the authority of the Post Office 
Department to transport by air, on a permanent basis, mail matter other than 
airmail and air parcel post. We therefore strongly endorse S. 2402. A brief 
history of Slick Airways with a description of our plans for the future will 
show why we support this legislation and why we believe it will greatly benefit 
the public as well as the air transportation industry. 


HISTORY OF SLICK AIRWAYS 
The beginning 

Slick Airways was organized in 1946 by a group of men willing to undertake 
the risks of the new postwar industry of air transportation of cargo. The 
techniques, methods, and equipment for handling quantity movements of freight 
by air were developed during the war by the military services. 

In the beginning Slick operated pursuant to an exemption granted by the 
Civil Aeronautics Board. It applied in March 1946 for a certificate of public 
convenience and necessity for the carriage of property only. A temporary cer 
tificeate was issued in August of 1949. That certificate was renewed by the 
Board in 1956 for another temporary period of 5 years. 


Airmail authority 


In the original certificate proceeding in 1946 Slick did not seek authority to 
carry airmail because at that time subsidy was tied to the right to carry mail 
and Slick hoped to operate without subsidy. It later became apparent that ait 
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Lis effi. mail authority need not be accompanied by subsidy rights. Accordingly, Slick 
sought authority to carry airmail when it applied for renewal of its certificate. 

, with The Board granted Slick and the other all-cargo carriers the right to carry 
y with airmail without any right to subsidy for a 1-year period to expire on May 24, 
z8 vol- 1957. Renewal of the airmail carriage authority was duly applied for prior to 

the time the authority expired, and the question of renewal is still pending 
Y, pri- pbefore the CAB. 
ing on Surface mail authority 
riers Even before Slick was given the certificate authority to carry airmail, it 
7. sought the right to engage in the Post Office Department’s experimental trans- 
p that portation of first-class (surface) mail by air. On September 8, 1953, the Post 
Office Department petitioned the Civil Aeronautics Board for the establishment 
rather Bof rates for the surface mail experiment. On that same date, Slick Airways 
petitioned the Board for an exemption which would enable it to participate in 
be the experiment. ’ ms 
< rates The first petition by Slick was denied by the CAB. A second petition was 
1 aver- Baied on September 22, 1954. The authority to carry first-class mail in the experi- 
nile on ment was finally granted by the Board on May 2, 1955. The Board’s order 
a ton- granting this authority was upheld by the Court of Appeals for the District of 
be di Columbia in February of 1956. y ; ; Bs 3s 
ree Slick Airways carried first-class mail, as well as airmail, after 1955. In 1956 
Slick carried 680,070 ton-miles of first-class mail, and in 1957 the volume of this 
1at Was [mail carried was about 677,051 ton-miles. 

Mail has not been carried by Slick since the early part of 1958 as a result of 
acute financial problems which required temporary suspension of scheduled 
© ome services. Slick has nevertheless proved that it is a useful and valuable member 
@ mail Mog the air transport industry and that it can be a substantial source of transpor- 
n-mile, Mtation for the Post Office Department. 


Slick’s leadership in all-cargo industry 
In the years 1946, 1947, and 1948 Slick handled more airfreight than any other 
] state- carrier, carrying over 11 million ton-miles in the last 10 months of 1946, its first 
k. We year of operation, and over 21 million ton-miles in 1947 and again in 1948. In 
P 1949 Slick dropped behind American Airlines in airfreight for the first time. 
However, in 1950 it regained its leadership and once again carried more freight 
than any other carrier. It continued to carry the greatest volumes of any air- 
freight carrier in 1951 and 1952. During this period Slick pioneered with new 
equipment by placing DC-6A’s in operation. Other carriers thereafter added 
NC. these superior aircraft to their cargo fleets. 
In 1953 Slick undertook to merger with the Flying Tiger Line. The merger 
n of the had to be abandoned in 1954 due in part to labor protective provisions attached 
carriers. to CAB approval of the merger which proved far too burdensome for the merging 
ling this#companies to sustain. In these years Slick’s airfreight operations dropped from 
ver 48 million ton-miles in 1952 to about 35 million ton-miles in 1954. 
st Office Under new management in 1954, after abandonment of the proposed merger, 
her than#@Slick commenced to climb back to its former position of leadership in the 
A brieffMindustry. In 1955 it transported over 41 million ton-miles of airfreight. In 
‘ure willf#1956 this increased to over 47 million ton-miles. The recession of 1957 aggra- 
y benefit #Mvated the problems of the industry and Slick’s airfreight volume in that year 
dropped to about 44 million ton-miles. 
Suspension Of service by Slick 
Matters worsened for Slick in the early part of 1958. During the month of 
ndertake January of that year Slick incurred a net loss of about $473,000. The situation 
go. The Was so serious that the very survival of the carrier was threatened. Reductions 
f freight in service were tried in 1957 but so long as the basic causes of problems in the 
industry continued, these were not enough. Consequently, on February 24, 1958, 
1 by the Slick filed a petition with the Civil Aeronautics Board for authority to suspend 
of public emporarily all scheduled service, which was subsequently granted. 
rary cet #Adverse conditions affecting all-cargo carriers 
1 by the A number of conditions contributed to the severe losses suffered by Slick. The 
ull-cargo carriers have operated continuously under disadvantages vis-a-vis the 
all-cargo operations of their passenger carrier competitors. A traffic advantage 
hority to of the passenger carriers is that they have always had the right to carry rela- 
Try mail ively high yield mail and express in addition to lower yield freight. Slick did 
tha t ait. hot have the right to carry mail and express until 1956. The passenger carriers 
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have permanent certificate authority and Slick has only a temporary certificate 
The passenger carriers are able to rely on profitable passenger operations ¢, 
support any losses in freight operations, but Slick could rely only on freight anq 
in later years, on mail and express. ; 

There are other adverse conditions which have hindered operations of the 
all-cargo carriers. No truly all-cargo equipment has been available, and aircraft 
used has not been as efficient as it should have been for all-cargo operations 
Airfreight rates, while too high to attract mass volumes of traffic, have not ro. 
covered increasing costs resulting from inadequate equipment and inflation 
Military traffic policies have unduly restricted the use of commercial air trans. 
portation. Greater usage of Slick’s all-cargo services by the Department of Da. 
fense would have eased the financial burden borne by Slick. 


The temporary need for subsidy 


Many of these conditions are being corrected. However, they cannot he 
changed overnight. Time is required. Slick has reluctantly reached the concly. 
sion that until they are changed, it will require some subsidy to carry on sched. 
uled operations. Having reached this conclusion, Slick filed a petition on Apri 
3, 1958, with the Civil Aeronautics Board seeking subsidy for the temporary 
period required to rectify the problems which resulted in its losses. Other ali. 
cargo carriers also filed petitions for subsidy eligibility. The Board has, on the 
basis of these petitions, ordered an investigation in which it is to be determined 
whether the certificates of the all-cargo carriers, including Slick, should be ra 
newed with mail authority plus subsidy eligibility. 


Slick’s contributions to national defense 


Slick Airways has made and is making substantial contributions to national 
defense. It participates in the civil reserve air fleet program as administered 
by the Defense Air Transportation Administration. 

The aircraft of commercial carriers committed to the civil reserve air fleet 
for use in the event of national emergency numbered 350 in 1957, according 
to reports of the Defense Air Transportation Administration. Of this number, 
150 were all-cargo aircraft, consisting of 4 L-1049 H, 27 DC-6A, and 119 DC4 
aircraft. Slick Airways contributed six DC-6A and eight DC~4 aircraft to 
the CRAF program in 1957. At the present time Slick has three DC—6A’s and 
nine DC—4’s in operation and these aircraft are part of CRAF. 

In addition to providing a standby reserve of airlift capacity for national 
emergency use, Slick has already performed substantial services in furtherance 
of our defense efforts. These have included charter and contract services, 
Slick was the initial operator under Navy contract operations which have sub- 
sequently become known as Quicktrans. It also participated in the Korean 
airlift and the DEW line operation. In 1956 Slick flew 3,216,122 air-miles for 
the Department of Defense. In 1957, the figure grew to 3,679,564 air-miles. 
This year Slick was awarded a Log air contract with the Air Force. It is 
estimated that over 5.4 million air-miles will be flown under this contract. 


SLICK’S PLANS FOR FUTURE 


Slick Airways proposes to be reengaged in full-scale common-carrier airfreight 
operations by 1960. Two phases will be involved in reinstituting service. The 
first, lasting until 1962, will proceed with current type equipment. In the 
second phase, commencing in 1962, Slick will use modern turboprop aircraft 
now planned for production. We recently placed an initial order for six Lock- 
heed GL-—207 Super Hercules for delivery during 1962, at an estimated cost 
of $22 million. 

By 1960 Slick will operate eight DC-6A aircraft serving 31 cities—19 cities 
will be served directly and 12 others will have expedited motor truck delivery. 
At an estimated 70 percent load factor for freight, subsidy, if granted by the 
CAB, would aggregate approximately $1,900,000, not counting mail revenues. 
If 5 percent of Slick’s capacity of 85 million ton-miles per year were used by 
the Post Office Department for priority airmail, subsidy needs would be reduced 
to $934,000. This assumes a reduced mail rate, proposed by Slick, of 23 cenls 
per ton-mile. The mail rate is now about 38 cents per ton-mile. 

Slick further proposes to place six Lockheed Electra aircraft in service by 
1961 as an interim program preceding propjet aircraft. Direct service would 
be provided at 19 cities and expedited motortruck delivery at 17 others. It is 
estimated that, at a 70 percent load factor for freight, subsidy requirements 
would be about $1,048:000. There would be no subsidy need if the Post Office 
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Department used, for the transportation of priority mail, 5 percent of the 
capacity of 107 million ton-miles per year which these aircraft would give Slick. 
This again assumes the proposed priority mail rate of 23 cents per ton-mile. 

The breakthrough will occur in 1963. By that time Slick proposes to have 
in service 11 Lockheed GL-207 Super Hercules aircraft. These aircraft would 
have a capacity of 619 million ton-miles per year. The direct operating costs 
of this equipment will be about 4 cents per ton-mile. Slick proposes freight 
rates yielding 9 cents per ton-mile for these aircraft. A priority mail rate 
of only 12 cents per ton-mile is proposed. A contract or charter rate for plane- 
load shipments of only 8 cents per ton-mile would be offered by Slick to the 
Post Office Department and commercial shippers. No subsidy would be re- 
quired for this phase of Slick’s operations. 


BENEFITS OF PROPOSED LEGISLATION 


Post Office Department 


Clarification of the authority of the Post Office Department to transport all 
classes of mail by air will enable the Department to continue the so-called 
surface mail experiment on a permanent basis and to expand the scope of the 
experiment where appropriate. The Postmaster General has presented testi- 
mony to your committee showing that the airlift operations in the experiment 
have improved first-class mail service at a cost which does not exceed the cost 
of surface transportation. Other classes of mail, now moving by surface means 
of transportation, can benefit in the same way that first-class mail has bene- 
fited. In fact, when new, modern cargo equipment, such as that Slick proposes 
to use by 1963, is acquired by the airlines, the service benefits will be greater 
and the costs will be lower. These advantages should not be denied the postal 
service. The Postmaster General should have freedom to choose that means 
of transportation which best serves the interests of the postal service. This 
legislation would give him that freedom, thus making the Post Office Depart- 
ment a more flexible, efficient operation. 


Air carriers 


Air carriers would benefit from this legislation by the revenues which would 
be received from the air transportation of classes of mail now moving by surface 
means. These revenues would strengthen carriers not receiving subsidy and 
would reduce the subsidy needs of carriers receiving subsidy payments. 

These benefits are in accord with established policy of the Government and 
Congress. In the report on civil air policy by the President’s Air Coordinating 
Committee, issued in May 1954, the Government was urged to strengthen the air 
cargo industry by increased use of the industry’s services by Government agen- 
cies. The committee found, inter alia, that: 

“The Federal Government is in a position to improve the economic position 
of the commercial air cargo industry without subsidy by increased use of avail- 
able services on a routine business basis” (p. 24). 

This applies to procurement of transportation by the Post Office Department 
as fully as it does to other agencies of Government. 

The importance of nonpriority mail revenues as a means of reducing subsidy 
needs has been recognized by the Senate Appropriations Committee. In report, 
Calendar No. 417, 86th Congress, 1st session, that committee observed that: “* * * 
the amount of such subsidy [to air carriers] can be reduced by cooperative 
efforts between the Post Office Department and the Civil Aeronautics Board 
to increase the volume of nonpriority mail being transported by such carriers.” 
[Bracketed matter added.] 

The way in which air transportation of nonpriority mail can sharply reduce 
subsidy payments can be graphically illustrated with the estimated subsidy 
needs of Slick Airways. The Postmaster General testified before your com- 
mittee on July 24, 1959, that nonpriority mail volume will be increased approxi- 
mately six times if S. 2402 is enacted into law. Assuming the proportionate 
Share of Slick Airways in the total volume of movement would be about equal 
to its share of nonpriority mail transported in 1957, its revenues from this 
transportation would be approximately $750,000 per year. This would reduce 
its estimated subsidy needs for 1960 to under $200,000 when added revenues from 
priority airmail are also considered. It would eliminate the need for any sub- 
sidy in 1961 and following years. 
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National defense 


This legislation would promote national defense objectives in addition to the 
benefits previously discussed. By strengthening the financial condition of 
existing air carriers through augmentation of revenues, this legislation would 
improve the ability of air carriers to encourage design and production of heavy, 
modern all-cargo aircraft for acquisition and use commercially. Financing wil] 
be made easier and aircraft manufacturers will be more willing to proceed with 
design and production of new and improved aircraft. Since commercial carriers 
participate in the civil reserve air fleet program, providing a ready reserve of 
airlift capacity for use by the Department of Defense in the event of national 
emergency, improved aircraft would be available for national defense. This 
would eliminate the concern sometimes voiced by military officials to the effect 
that more modern, heavy cargo planes are needed to make the CRAF program 
a satisfactory instrument of national defense. 


The public 
The benefits to the public from this legislation are indicated in the foregoing 


discussion. The public would profit from an improved postal service and Na- 
tional Defense Establishment. It would also gain the advantages of a stronger, 
more reliable air transportation industry having reduced subsidy needs. What 
is more, these benefits would be realized without costs exceeding those presently 
paid for surface transportation of the classes of mail affected by the legislation. 


CONCLUSION 


S. 2402, is, in our view, sound legislation. It clearly promotes the public in- 
terest in an efficient postal service, a strong national defense, and an improved 
air transport industry. We strongly urge its prompt enactment. 

Senator Monroney. Our next witness is Mr. Clayton L. Burwell, 
president of the Independent Airlines Association. 

We are glad to have you back before the committee, Mr. Burwell, 
and we appreciate having your statement. You may read your state- 
ment or proceed as you desire. 


STATEMENT OF CLAYTON L. BURWELL, PRESIDENT, INDEPENDENT 
AIRLINES ASSOCIATION 


Mr. Burwety. Thank you very much, Mr. Chairman. 
If I may, I do have a written statement which I would like to put 
in the record, and I would like to summarize my statement at this time. 

As president of the Independent Airlines Association, I appear be- 
fore you representing 23 airlines, most of which are certificated as sup- 
plemental air carriers as a result of the Civil Aeronautics Board pro- 
ceeding that lasted 7 years and ended in January 1959, at which time 
we received certificates. 

With one exception the association supports S. 2402. Our difficulty 
is that as we read the present language we are not included in the pro- 
posed contract authority of the Postmaster General in subsection (e). 
As we understand it, the testimony of the Postmaster General and the 
testimony of the Air Transport Association and the testimony of 
several other witnesses points to the need for increased air transpor- 
tation of domestic mail other than airmail and air parcel post as the 
result of dwindling train service, large increases in the volume of mail, 
and the increasing public demand for expeditious delivery. As we 
understand it, the Postmaster General feels that he cannot adequately 
meet this situation under existing legislation because there are doubts 
concerning his authority to use air transportation for these classes of 
mail other than on a narrow experimental basis. In other words, he 
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thinks he is married to the railroads by existing law. In an effort to 
afford the public better service he seeks through S. 2402 to break away 
from the necessity of paying court exclusively to surface transporta- 
tion, and to gain for himself and the public the widest latitude in the 
choice of the most economical and efficient instrument for the distribu- 
tion of the mail. 

This committee is more familiar than I am with the long history of 
airmail, and particularly its use as a vehicle for subsidizing the then- 
existing airlines. During the early history of airmail, all airlines 
that were certificated by the Civil Aeronautics Board were certificated 
to carry mail in order to partake of the subsidy necessary for their 
survival. Only recently have airlines sprung up with the necessary 
boldness or rashness and persistence to acquire certificates which do 
not automatically entitle them to subsidy. I may add that Slick 
is certainly one of those airlines. Our members also fall into this 
group. 

We believe that the classes of mail that are primarily contem- 
plated by S. 2402, namely, other than airmail and air — post, are 
in reality simply property or cargo, and consequently represent an 
entirely new market not contemplated by the long history of sub- 
sidization on airmail. 

As Mr. Tipton, president of the Air Transport Association, said so 
well: The opening of this type of mail to the airline industry is the 
first step in stimulating a breakthrough in the development of air 
cargo. 

We feel, Mr. Chairman, that we should be given a chance to assist 
in this breakthrough in the development of air cargo which Mr. Tip- 
ton has pointed out. 

The Postmaster General’s experiment in using air transportation in 
certain narrow areas for some years, and his study based upon this 
experiment, unhappily, antedated, for the most part, the certification 
of the members of our association. This, perhaps, accounts for the 
lack of emphasis in the study of the potential of the supplemental 
air carriers for assisting him in the delivery of mail. 

In considering the great responsibilities of the Postmaster General 
in improving the delivery of mail, it is believed that the supplemental 
air carriers can be of real assistance. For instance, the congestion of 
mail during Christmas and the holiday season is too well-known to 
require elaboration. This mail congestion occurs during the same 
season when the certificated scheduled airlines are also congested with 
excessive passenger traffic. The supplemental air carriers with no 
obligations to serve fixed routes can be of material assistance on these 
occasions. On certain scheduled routes there are seasonal imbalances 
during which the scheduled airlines are overloaded. On these occa- 
sions the scheduled airlines would be faced with the dilemma of 
neglecting a primary responsibility to service passengers or in the 
alternative to unnecessarily delay the delivery of first-class mail. 

Here again, supplemental air carriers would be available to ease 
this burden during these restricted periods. We all recall the air- 
lines strikes during last year, and the inconvenience to the public re- 
sulting from these strikes. It is common gossip in the airline in- 
dustry that the major airlines have agreed to, in effect, underwrite a 
large part of the losses of any one airline which is on strike. This, 
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of course, may give rise to industrywide strikes by labor to offset 
industrywide management arrangements. Such strikes in a major 
portion of the air transport industry might represent another situa- 
tion in which the supplemental air carriers could be of real assistance 
to the Postmaster General and the public in keeping the mail moving. 
Without attempting to catalog all of these specific situations, we could 
add to them local disasters, which increase the mail and perhaps im- 
pair surface transportation temporarily, such as, floods, storms, and 
so forth. Undoubtedly, there are situations in which air transporta- 
tion of mail is desirable to points not regularly served by any certifi- 
cated route carrier. Along with this, there are situations in which 
the capacities of a trunk line carrier are so much greater than that of 
the local service, or feeder carrier, to which the mail will be trans- 
ferred for delivery to a local destination, that unnecessary delays will 
result from the limited capacities of the local surface carrier unless 
someone with contract carrier’s authority can ease the overload. 

These situations and others suggest that the Postmaster General 
should have contract authority as provided in subsection (e) of S. 
2402, but with the widest latitude in the choice of certificated carriers 
in order to best accommodate the specific situation when it arises. 

As the chairman knows, the supplemental air carriers have for 
many years specialized in planeload lots in the carriage of passengers 
and cargo. At present they carry more than 200,000 troops a year 
for the Department of Defense domestically in planeload lots, and 
a number of our members carry substantial loads of passengers and 
cargo to oversea and foreign points under contract for planeload 
lots with the Military Air Transport Service. There seems little 
reason to deny the Postmaster General the services which the De- 
partment of Defense have found to be, over the years, so very useful. 

In order to achieve this purpose it is respectfully urged that the 
subsection (e) of S. 2402 be changed as follows: In the first line delete 
“such air carrier as defined in subsection (c) hereof, may, within the 
limits of the authority of such air carrier” and substitute in lieu 
thereof “carrier authorized by the Civil Aeronautics Board to engage 
in air transportation, may,”. 

There is another short amendment to subsection (e) that I will 
shortly submit to the committee for its consideration. 

Senator Monronry. Please do so. The committee desires all the 
information it can get so that it properly can consider this bill. 

(Subsequently the following communication was received and was 
ordered to be printed :) 

INDEPENDENT AIRLINES ASSOCIATION, 
Washington, D.C., August 4, 1959. 


SENATE Post OFFICE AND Civit SERvIcE COMMITTEE, 
Senate Office Building, Washington, D.C. 


Dear Sir: During my testimony before the committee on Friday, July 31, I 
referred to an amendment to subsection (e) of S. 2402, and stated that the asso- 
ciation would provide for the record the full words of the desired amendment. 

The amendment desired by the association is as follows: “In the first line of 
subsection (e) of S. 2402 delete ‘such air carrier as defined in subsection (c) 
hereof, may, within the limits of the authority of such air carrier,’. In lieu 
thereof, substitute: ‘carrier authorized by the Civil Aeronautics Board to engage 
in air transportation, may,’ and following the word ‘section’ on line 6 of page 
3 of S. 2402, add the words ‘provided that the provisions of subchapter 4 of 
aes 9 of title 49 shall not apply to the transportation of mail under this 
section’ ”. 
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In our opinion, the net result of this amendment is to permit the Postmaster 
General to contract with the members of our association who are certificated 
supplemental air carriers if he so desires. 

Sincerely yours, 


CxiaytTon L. BurwE LL, President. 

Mr. Burwetu. The association also suggests that in section (e) the 
committee might consider strengthening the Civil Aeronautics Board’s 
control over the prices involved in contracts for mail by requiring a 
filing of contract prices with the Board so that the Board may actually 
suspend the price if it finds it to be unfair or unreasonable, or 
represents destructive competition. 

The association feels that the Postmaster General, as he suggests, 
should have as wide a latitude in the choice of carrier for the purposes 
of contracts as does the Department of Defense. On the other hand, 
the lack of Civil Aeronautics Board control over the contract price 
of air-carrier contracts with the Department of Defense has been the 
source of so much difficulty that it is urged that the Board be per- 
mitted to have a veto power on the price of contracts with the 
Postmaster General. 

Thank you, very much, Mr. Chairman. 

Senator Monroney. Thank you, very much, Mr. Burwell. 

I am afraid that your suggested language change in section (e) 
would be construed to be an amendment to the Federal Aviation Act 
of 1958, and this committee must carefully avoid transgressing the 
jurisdiction of the Interstate and Foreign Commerce Committee, 
which has jurisdiction of that act. The bill before us was written 
to leave the determination of eligibility for certification, as it has 
always been in the past, to the Civil Aeronautics Board. My under- 
standing of the case of the Defense Department traffic, which you 
mentioned, is that these noncertificated carriers enjoy a waiver from 
the CAB itself to be eligible for carriage of military cargo and 
personnel. 

Mr. Burwetz. Of course, we do not feel that we have to have a 
waiver for defense contracts because of the peculiarity of our cer- 
tificate; however, that, like many things in this area, is subject to 
some legal controversy. 

I had hoped that this did not represent a change in the Federal 
Aviation Act, Mr. Chairman. I could be wrong about it. It seemed 
to us that if it changed anything it changed the old Postal Act. I 
realize they are related. 

Senator Monroney. This can involve a lot of scuffling when legis- 
lation gets on the floor reported by a committee that did not have 
jurisdiction. 

Looking at it another way, if the Civil Aeronautics Board on 
application of your carriers chose to expand the certificates that you 
have as supplemental carriers, then it would not require any change 
in this law for you to be eligible; is that not correct? 

Mr. Burwetu. That is correct, Mr. Chairman. One of the reasons 
that I talked about our certification requiring a 7-year period, we 
are sort of like the children of Israel in Egypt, and believe me, 
anything down at the Board takes a rather long period of time, and I 
know you feel that this breakthrough in cargo is going to take place 
short of 7 years and we would like to be in the position to assist with it. 
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Senator Monroney. Your original certification to supplemental 
carriers established a new category of certificated lines. This was a 
pioneering decision by the CAB when it was made. 

After investigating your safety records, your performance, your 
financial responsibility, your management, your equipment, and var- 
ious other things, the Board did find that you were entitled to certi- 
fication as supplemental carriers, and defined your authority. 

If this committee should attempt to change or broaden those certi- 
ficates, I believe such action might lead to many difficulties by virtue 
of the bill then being within the jurisdiction of another committee 
that is not as familiar with the problem of moving mail as this com- 
mittee feels it is. For that reason it would seem to me that the com- 
mittee members must give this careful study and be guided by advice 
of counsel. 

I am particularly impressed by your testimony that there are times 
of the year, for short periods at least, when additional airlift might 
be required which could come only from such carriers as your mem- 
bers who have no responsibilities for fulfilling route patterns or pas- 
senger or cargo saheialen, But I feel that you are asking for more 
authority as temporary haulers, that you would like to be full-fledged 
eligible carriers of mail. 

Mr. Burwe tt. I would like to make this clear, Mr. Chairman, that 
at the present we are not asking that we be eligible to carry mail over 
our 10-trip common carriage authority. We are merely asking, since 
our principal work is contract, that if it can be done within the limits 
of the problem that you outlined that we be eligible to be a contractee, 
like my feeling that the Postmaster General ought to be allowed to 
contract with anyone that has a useful service, and we feel that we 
do have. 

With the chairman’s permission I can go into the details of this 
with the counsel of the committee to explore the possibility of 
whether there is anyway to accomplish that without, as you say, get- 
ting into complications with the Federal Aviation Act itself. 

Senator Monroney. That would be appreciated because I think 
that our attorneys will have to study very carefully whether we 
would be transgressing the jurisdiction of another committee, by leg- 
islation determining the certification of carriers and thereby pre- 
empting the duties assigned by another law to the CAB. I think 
it is going to take quite a bit of legal study to determine that. How- 
aver, I agree with you and Mr. Slick that the section (e) providing 
for contract carriers other than on regular routes now flown by cer- 
tificated carriers is a provision that it seems to be needed in the bill, 
but with proper limits as you suggested in your statements against 
uneconomic or destructive rates which would lead to poor mainte- 
nance or poor operation of the carriers. 

Thank you. very much, Mr. Burwell, for your appearance and your 
testimony. We appreciate it. 

(The complete statement of Mr. Burwell is as follows:) 


STATEMENT OF CLAYTON L. BURWELL, PRESIDENT, INDEPENDENT AIRLINES 
ASSOCIATION 


My name is Clayton L. Burwell. I am president of the Independent Airlines 
Association. This association is comprised of 23 airlines, most of which were 
2ertificated as supplemental air carriers by the Civil Aeronautics Board in 
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January 1959, following a 7-year proceeding period. I appreciate this oppor- 
tunity of appearing before this committee on this important legislation. 

With one exception the association supports S. 2402. The testimony of the 
Postmaster General and the testimony of the Air Transport Association point 
to (1) the need for increased air transportation of domestic mail other than 
airmail and air parcel post, resulting from dwindling train service; (2) large 
increases in the volume of mail; and (3) the increasing public demand for 
more expeditious delivery. The Postmaster General feels that he cannot ade- 
quately meet this situation under existing legislation because of the doubts 
concerning his authority to use air transportation for these classes of mail other 
than on a narrow experimental basis. In other words, he thinks he is married 
to the railroads by existing law. In an effort to afford the public better service 
he seeks, through S. 2402, to break away from the necessity of paying court 
exclusively to surface transportation, and to gain for himself and the public 
the widest latitude in the choice of the most economical and efficient instrument 
for the distribution of the mail. 

This committee is more familiar than I am with the long history of airmail, 
and particularly its use as a vehicle for subsidizing the then existing airlines. 
During the early history of airmail, all airlines that were certificated by the 
Civil Aeronautics Board were certificated to carry mail in order to partake of the 
subsidy necessary for their survival. Only recently have airlines sprung up with 
the necessary boldness or rashness and persistence to acquire certificates which 
do not automatically entitle them to subsidy. Our members fall into this group. 

S. 2402 is not necessary to clarify any authority with respect to airmail and 
our carriers do not aspire at this time to become, in any sense, wards of 
the Government through eligibility to carry airmail with an attendant subsidy. 
As we understand it, S. 2402 in treating with domestic mail other than airmail 
and air parcel post is opening an entirely new market with no historical 
subsidy implications. It is, in fact, simply property or cargo to be transported 
by the Postmaster General in the most efficient and economical manner. As 
Mr. Tipton, president of the Air Transport Association, said so well, the opening 
of this type of mail to the airlines industry is the first step in stimulating a 
breakthrough in the development of aircargo. 

The Postmaster General’s experiment in using air transportation in certain 
narrow areas for some years, and his study based upon this experiment, un- 
happily, antedated, for the most part, the certification of the members of our 
association. This, perhaps, accounts for the lack of emphasis in the study of 
the potential of the supplemental air carriers for assisting him in the delivery 
of mail. 

In considering the great responsibilities of the Postmaster General in improv- 
ing the delivery of mail, it is believed that the supplemental air carriers can 
be of real assistance. For instance, the congestion of mail during Christmas 
and the holiday season is too well known to require elaboration. This mail 
congestion occurs during the same season when the certificated scheduled air- 
lines are also congested with excessive passenger traffic. The supplemental air 
earriers with no obligations to serve fixed routes can be of material assistance 
on these occasions. On certain scheduled routes there are seasonal imbalances 
during which the scheduled airlines are overloaded. On these occasions the 
scheduled airlines would be faced with the dilemma of neglecting a primary 
responsibility to serve passengers or in the alternative to unnecessarily delay 
the delivery of first-class mail. Here again, supplemental air carriers would 
be available to ease this burden during these restricted periods. We all recall 
the airlines’ strikes during last year, and the inconvenience to the public result- 
ing from these strikes. It is common gossip in the airline industry that the 
major airlines have agreed to, in effect, underwrite a large part of the losses 
of any one airline which is on strike. This, of course, may give rise to industry- 
wide strikes by labor to offset industrywide management arrangements. Such 
strikes in a major portion of the air transport industry would represent another 
situation in which the supplemental air carriers could be of real assistance to 
the Postmaster General and the public in keeping the mail moving. Without 
attempting to catalog all of these specific situations, we could add to them local 
disasters, which increase the mail and perhaps impair surface transportation 
temporarily, such as floods, storms, et cetera. Undoubtedly, there are situations 
in which air transportation of mail is desirable to points not regularly served 
by any certificated route carrier. Along with this, there are situations in which 
the capacities of a trunkline carrier are so much greater than that of the local 
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service, or feeder carrier, to which the mail will be transferred for delivery 
to a local destination, that unnecessary delays will result from the limited 
capacities of the local surface carrier. These situations and others suggest that 
the Postmaster General should have contract authority as provided in sub- 
section E of S. 2402, but with the widest latitude in the choice of certificated 
carriers in order to best accommodate the specific situation when it arises. 

The supplemental air carriers have for many years specialized in planeload 
lots in the carriage of passengers and cargo. At present they carry more than 
200,000 troops a year for the Department of Defense domestically in planeload 
lots, and a number of our members carry substantial loads of passengers and 
cargo to oversea and foreign points under contract for planeload lots with the 
Military Air Transport Service. There seems little reason to deny the Post- 
master General the services which the Department of Defense have found to be, 
over the years, so very useful. 

In order to achieve this purpose it is respectfully urged that the subsection E 
of S. 2402 be changed as follows: In the first line delete “such air carrier as 
defined in subsection (c) hereof may, within the limits of the authority of such 
air carrier” and substitute in lieu thereof “carrier authorized by the Civil Aero- 
nautics Board to engage in air transportation”. 

The association also suggests that in section E the committee might consider 
strengthening the Civil Aeronautics Board’s control over the prices involved in 
eontracts for mail by requiring a filing of contract prices with the Board so 
that the Board may actually suspend the price if it finds it to be unfair or 

; unreasonable. The association feels that the Postmaster General, as he sug- 
gests, should have as wide a latitude in the choice of carrier for the purposes of 
contracts as does the Department of Defense. On the other hand, the lack of 
Civil Aeronautics Board control over the contract price of air carrier contracts 
with the Department of Defense has been the source of so much difficulty that 

. it is urged that the Board be permitted to have a veto power on the price of 

, contracts with the Postmaster General. 


‘Senator Monronry. Our next witness is Mr. S. E. Spicher, presi- 
. dent, Supplemental Air Carrier Conference. 
‘ We are glad to have you before this committee on this matter as 


‘you have appeared so often before other committees of the Congress 
on aviation matters. 


‘STATEMENT OF SMITH E. SPICHER, PRESIDENT, SUPPLEMENTAL 
AIR CARRIER CONFERENCE 


! Mr. Sprcuer. Mr. Chairman, we appreciate being able to be here. 
My name is Smith Spicher, president, Supplemental Air Carrier 
i Conference. We did not prepare a statement today; so, I will confine 
‘ my remarks and make them as brief as possible. 
| Supplemental Air Carrier Conference agrees with the intended pur- 
i poses of S. 2402 inasmuch as it is designed to add service to the general 
r Sew and at the same time alleviate the problem of the Post Office 
| Department and in conjunction with, to foster and develop large 
| aircraft for all-freight carriers. 
| Of course, we feel the same as the Independent Airlines Association, 
| inasmuch as we have worked diligently with the Post Office Depart- 
ment in trying to establish carriage of all classes of mail for a num- 
| ber of years, and to see a bill that is about to bring this into reality 
and to find supplemental carriers, as Mr. Burwell stated, recently 
certificated, found to be a necessary segment of the air transportation 
system of this country, we feel exactly the same as Mr. Burwell stated, 
that some amendment to the proposed bill should be made to use the 
supplements. 
: The reason for this is that we question the phasing out proposition, 
'so to speak. The large freight airplanes will do this job with much 
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lower rates with no question ; however, it parallels somewhat the orig- 
inal Post Office Department’s method of getting mail service into the 
smaller cities years ago, and that is the time that they established 
the star mail routes. Cities were served under that system in which 
there were not airports sufficiently large to accommodate the landing 
of airplanes, even several cities where there were no airports. So, we 
feel there is a need for the equipment that the supplementals have in 
order to fully serve the intent of the Post Office Department—to im- 
prove their service. t 

There may be many airports that the more advanced aircraft will 
not be able to land in for years. 

Basically, we would like to have our counsel, if we could, meet with 
the counsel for the committee, and not take too much of your time at 
this point, relative to where we and they feel we can fit into this pic- 
ture, because it has been discussed many times in the committees. 

With that, that is all we have to add at this time, Mr. Chairman. 

Senator Monroney. For the record how many supplemental car- 
riers do you represent ? 

Mr. Sricuer. We represent three, sir. 

Senator Monroney. Then you represent some of those that are 
not certificated as supplemental ? 

Mr. Spicuer. We represent two certificated and one whose certificate 
is presently pending. 

Senator Monrongey. How many carriers do you represent, Mr. Bur- 
well ? 

Mr. Burwe.y. Twenty-three, Mr. Chairman. 

Senator Monroney. Are all your carriers certificated ? 

Mr. Burwet. They are either all certificated or all, with the ex- 
ception of one, have appealed or have hearings pending. We have 
one contract carrier which is not a member, which is a so-called part 
45 operation. 

Senator Monroney. Of the 23 how many have been certificated ? 

Mr. Burwe.t. I have forgotten precisely, Mr. Chairman. I think 
in the magnitude of 15 or 16 and the others, as I said, either have an 
appeal in or have a hearing coming up with the Board. 

Senator Monroney. Mr. Spicher, have any of your carriers en- 
deavored to reopen your supplemental certification with the CAB to 
determine from them whether they would entertain applications—I 
presume they would have to entertain such applications—for expan- 
sion of the service that they are now certificated to perform ? 

Mr. Srricuer. None of our carriers have requested the CAB to re- 
open that part of the hearing. The carriers we represent, although 
they feel that the authority granted may be a wee bit short of what 
it takes to maintain sound economic conditions, feel that a great step 
has been made forward inasmuch as we have been recognized to be 
certificated air carriers and have become an important segment in 
the air transportation system. 

Senator Monronry. Do you have any questions, Senator Jordan? 

Senator Jorpan. No questions. 

Senator Monroney. No further questions. Thank you, very much, 
Mr. Spicher, for your appearance before the committee. 

Mr. Sprcuer. Thank you, very much. 
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Senator Monroney. And we would appreciate any written com- 
ments that you might have on wheher your proposal would amend 
the Federal Aviation Act, which is a problem that disturbs the com- 
mittee considerably. 

Our next witness is Mr. Kay McMurray, executive vice president, 
Airline Pilots Association. 

Mr. McMuray, we are happy to have you before the committee again. 
We know the interest of the airline pilots in all aspects of aviation— 
not only in safety matters but also in new uses of aircraft. 

I presume that your members include pilots who fly not only the 
certificated scheduled airlines, passenger lines, but probably the 
freight lines and the supplementals, do you not? 


STATEMENT OF KAY McMURRAY, EXECUTIVE VICE PRESIDENT, 
AIR LINE PILOTS ASSOCIATION, PRESENTING THE STATEMENT 
OF CLARENCE N. SAYEN, PRESIDENT 


Mr. McMorray. That is correct, Mr. Chairman. We represent 
some 52 airlines which is, as nearly as I am aware, nearly all the air- 
lines in the country at the present time. 

Senator Monroney. You may proceed in your own way. 

Mr. McMorray. This is the statement of Clarence N. Sayen, presi- 
dent of the Air Line Pilots Association. It is impossible for him to 


be here today ; consequently, I am appearing on behalf of the mem- 
bership. 


We are very pleased to have this opportunity to appear before the 
committee and express our views with respect to the legislation under 
consideration. A statement of my qualifications is attached hereto. 
(The document referred to is as follows:) 


QUALIFICATIONS OF CLARENCE N. SAYEN, PRESIDENT, AIR LINE PILots ASSOCIATION, 


INTERNATIONAL AND INTERNATIONAL FEDERATION OF AIR LINE PILOTS ASSOCIA- 
TION 


The Air Line Pilots Association is an association of the professional airline 
pilots of the scheduled U.S. air carriers. At present, it has a membership of 
over 1,000 active and inactive members employed by 52 certificated airlines. 
The association represents airline pilots in all aspects of their professional life. 
It is their bargaining agent under the Railway Labor Act, maintains an exten- 
sive air safety organization in 147 councils scattered throughout the United 
States and a number of foreign countries, and is spokesman for the airline pilot 
in his relationship with municipal, State, Federal, and international organi- 
zations. 

The International Federation of Air Line Pilots Associations is a federation 
of the pilot representing organizations of 34 countries and represents the 
professional pilots of practically all civil aviation in the world outside the Iron 
Curtain countries. 

By way of personal background, I hold B.A. and M.A. degrees in geography 
and economics, and an honorary doctor of science degree. I have been a teacher 
and an airline pilot. Some current activities include membership on the Com- 
mittee on Operating Problems of the National Advisory Committee for Aero- 
nautics; Executive Committee of the National Air Transport Coordinating 
Committee; War Air Service Pattern Committee of the Defense Air Transpor- 
tation Adminitsration ; Executive Committee of the Radio Technical Commission 
for Aeronautics; the Chicago Aero Commission; and Industry Advisory Com- 
mittee of the Interdepartmental Aviation Manpower Committee. 


Mr. McMurray. We wish to on record in firm support of the pur- 


poses for which the bill is intended. We believe that its enactment 
will increase the ability of our postal department to fulfill its respon- 
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sibility for the expeditious, efficient, and economical transportation 
of mail. Further, in addition to the primary purpose of the law, its 
enactment will contribute materially toward the advancement of our 
air transportation industry, in which the Congress has a keen interest. 

It appears to us a matter of sound public policy that the agency 
charged by law with the responsibility of providing the public with 
an efficient postal system should have the authority to utilize any 
method of transportation which would allow efficient handling in the 

ublic interest. Further, in view of the testimony previously sub- 
mitted to this committee by the Postmaster General, failure to give 
favorable consideration to this matter could constitute, in our opinion, 
an abnegation of the responsibility for the Congress to determine 
that an efficient and economical postal department be provided the 
Nation. 

The Postmaster General has informed this committee, that, due 
to progress of our Nation and the curtailment of certain forms of 
transportation, he will be unable to fulfill his responsibilities without 
action by the Congress which will allow him to utilize air transpor- 
ton for the movement of the various classes of mail. Fortunately, 
air transportation cannot only provide the service but can improve it. 
Further, it is interesting to note that this improvement in the current 
law was recommended by the Department only after a lengthy period 
of experiment, whereby those responsible were completely satisfied 
concerning the necessity and the advantages of such a practice. 

The facts do not demonstrate that this modification of the statute 
will adversely affect any group of individuals or any other form of 
transportation. The amendment is permissive in nature and merely 
gives the Postmaster General the authority to utilize the necessary 
tools to perform his functions. This has been demonstrated by pre- 
vious witnesses. Its enactment would not change the current methods 
of mail distribution, other than where the public interest and certain 
complicating factors require change. Our extensive railway network 
will still continue to provide basic service in the foreseeable future. 
In fact, all information available would indicate a substantial growth 
in the amount of mail which will be carried by surface transportation. 

It would appear to us that the foregoing conclusions provide ample 
justification for the passage of this bill. There are, however, other 
areas wherein its importance is equally demonstrable. The Congress 
has historically taken a proper interest in the development and ad- 
vancement of our air transportation system. In this connection, the 
declaration of policy embodied in the Civil Aeronautics Act of 1938, 
and consistently applied since that time, provides for the encourage- 
ment and development of an air transportation system properly 
adapted for the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the 
national defense. 

The record now indicates the necessity for the proposed change in 
order for this objective to be realized in the development of aviation 
as well as the distribution of mail. Previous testimony and the first- 
class mail by air experiment have demonstrated the capacity of air 
transportation, which is available for this purpose as well as the 
ability of the airline industry to properly discharge its required 
function. Consequently, it is not believed necessary to belabor the 
committee with further information in this area. 
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We are, however, desirous of elaborating briefly on the assistance 
this legislation would provide toward the development of a greatly 
needed economical and efficient cargo aircraft. This committee is 
acquainted with the problems related to proper development of the 
air cargo business. While public acceptance of such service has 
been very encouraging, its proper development has been retarded, 
due to the fact that present aircraft were not designed specifically 
for such purposes. 

The manufacturers are willing and able to provide such an aircraft, 
but are stalemated in its development due to the tremendous amount 
of capital required. The operating companies are somewhat reluc- 
tant to undertake this large financial risk, due partly to the uncer- 
tainty of the market. Passage of the legislation under consideration 
would outline one transportation area where such services would 
be required. Consequently, a powerful stimulus would be applied 
toward development of the airplane. 

Development of such an aircraft, and the market for this type of 
transportation would provide the people of this Nation with tremen- 
dous benefits in economic transportation of goods. In addition, of 
course, the convenience of having various distant production centers 
within a few hours’ flying time would be of immeasurable value to 
industry. That our present cargo carriers have been able to remaii 
in business with current inefficient cargo aircraft is evidence of the 
inherent possibilities with appropriate cargo aircraft. 

The Congress has been aware of this matter for some time and has 
previously favorably considered enabling legislation, known as the 
Prototype Rating Act of 1950, to allow the appropriation of funds 
for the development of prototype aircraft. However, the proper im- 


plementation of this legislation has not been accomplished. Favor- 
able consideration of the amendment under discussion would ma- 
terially assist toward a realization of the possibilities outlined in the 
prototype legislation. 

In addition to the considerations in the field of commerce, there are 
also compelling reasons in the defense area for a oe development 


of an efficient cargo airplane. As the members of this committee are 
aware, defense requirements necessitate maximum speed in the dis- 
tribution of defense materials. The development of a commercial air 
cargo fleet would provide efficient military air transportation in the 
event of emergency at a minimum cost to the taxpayer. 

There are other important considerations favoring this legislation, 
such as the amount of relief from subsidy requirements of certain car- 
riers which would be realized through additional revenue and thus 
would reduce this burden to the taxpayer. Others who have testified 
have elaborated on this point, consequently, we take cognizance of its 
importance without taking your time on the subject. ; 

It appears to us that the foregoing reasons are compelling and 
clearly illustrate the need for favorable consideration of S. 2402. As 
indicated earlier, the association firmly supports the objectives of the 
bill. However, there are two specific areas in the proposed language 
which create some concern, : 

First, we are unable to comprehend the necessity for limiting the 
Postmaster General in determining areas in which air transportation 
can be utilized for the transportation of classes of mail other than air- 
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mail. Section (c) of the current bill provides that it can be utilized in 
the event it appears to be in the public interest, but first he must prove 
that surface transportation is impracticable or inadequate. This lan- 
guage would lead to considerable bickering and litigation before neces- 
sary relief in the public interest could be realized. 

In our view, if the service is found to be in the public interest, suffi- 
cient justification exists for its use. 

Secondly, due to past experiences in the area, we are quite concerned 
with the provisions in section (e) which provide that the Postmaster 
General may enter into contracts for the transportation of mail by 
aircraft at rates other than those established by the Civil Aeronautics 
Board. Previous testimony has been offered, and I am confident the 
committee is fully aware of the history of the development of our pres- 
ent regulatory system. Under previous methods, rates were depressed 
by competitive bidding to the point where Congress found it necessary 
to establish the current regulatory agency in order to prevent a finan- 
cial catastrophe in the airline field and to establish certain standards 
of operation. 

That this decision was wise is amply demonstrated by the fact that 
we now have the most highly developed air transportation system in 
the world. The procedures and methods of establishing proper com- 
pensation are well developed and understood by all interested parties. 

We are now experiencing a very difficult situation concerning the 
practice of the Department of Defense in contracting for the move- 
ment of defense traffic. Competitive bidding has forced the rates in 
this area to a point where the survival of many carriers is questionable 
and a chaotic situation exists in regard to the stabilization of employ- 
ment and the maintenance of standards amongst the airlines involved 
in this type of operation. 

For example, following the conclusion of the bidding processes dur- 
ing June of this year, the exchange of routes which resulted necessi- 
tated that one of the carriers who had been providing a useful service 
for a considerable length of time furloughed more than half of their 
pilot group. This is not only an economic hardship on the individ- 
uals concerned but resulted in the loss of valuable and experienced 
manpower by the carrier involved. If present practices continue, this 
problem promises to become even more acute. Of compelling import- 
ance also is the fact that the service rendered at these low rates even- 
tually will result in a diminution of standards which would seriously 
hamper our defense effort. 

In view of the foregoing and the long experience of the Civil Aero- 
nautics Board in this area, it is respectfully suggested that rates for 
- a of classes of mail other than airmail be retained with the 

oard. 

We sincerely appreciate this opportunity to express our views, and 
wish to assure the committee of our willingness to provide them with 
any information in our possession which they may deem helpful in 
this important legislation. 

Senator Monronry. Thank you very much, for your statement, Mr. 
McMurray. 

From your statement I cannot quite determine whether you wish to 
see section (e), which is the contracting section, stricken, or whether 
you would like to have the CAB have greater powers of review to pro- 
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hibit uneconomic and noncompensatory rates being secured on con- 
tracts of this kind. ; 

Mr. McMurray. Senator, it was my first impression that it should 
be stricken, based largely on our experience in the past, and we are a 
little reluctant to depart from a system which has proved so effective 
without knowing a little bit more about the proposed system. If it is 
possible to provide adequate safeguards in the improvement, I sup- 
pose we would not object, but we are unable to determine how that 
can be accomplished yet. 

Senator Monronry. The Postmaster General has a right of con- 
tract on all other forms of transportation. He will use the common 
carriage rate, which is provided for in section (c) and section (d) of 
the bill, but he has made a rather strong case that there are certain 
conditions under which he would like to contract for full plane loads 
between high density points and for extra service during peak times 
when the certificated route carriers might find themselves swamped 
with passenger, package and mail business. For that reason it would 
seem to the chairman that we need to provide him with some means 
for the movement of this mail under those conditions. A strong case 
has been made that some review of this contract rate would be neces- 
sary, and the right to require it to be an economic rate which would 
not result in a deterioration of the service or poor maintenance of 
planes, or in endangering life and property. But given an adequate 
review, or suspension of rates that might be below what I termed to 
be the peril point, certainly I feel that the Postmaster General should 
have this right to contract for such services, even though it be a very 
— portion of the general movement of the mail anticipated in this 

ill. 

Mr. McMorray. Senator, I would not claim to be a rate expert. 
Most of my work is with the airplanes and the pilots. However, we 
are under the impression that this can be accomplished within the 
present procedures of the Board. I note one gentleman before the 
committee this morning proposed that perhaps they should have a 
minimum figure established by the Board. In my opinion if this 
were done, that would be the figure that the bid would go on, and in 
effect the Board would be setting the rate. 

Senator Monroney. In your statement I note your very keen inter- 
est in developing a civilian cargo lift capable of being called into 
service at all times in case of any national emergency, either total war 
or limited war. I believe your airline pilots in at least one contract 
already negotiated have agreed to move defense traffic even though 
the rest of the airline was on strike. 

Mr. McMurray. That has been our policy since we have had an 
association, Senator. 

Senator Monronry. That defense materiel and personnel would 
move regardless of strike? 

Mr. McMorray. Right. 

Senator Monroney. And that would eliminate any argument that 
this would subject the mail or the Department of Defense to serious 
shutdown in the event that there were labor difficulties ? 

Mr. McMorray. That is correct. As a matter of fact, we have a 
historical instance where during the Korean war—we had the problem 
of one carrier—but all the other Korean airlift operated without any 
problem whatever. 
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Senator Monroney. The advent of air cargo, with the procurement 
of these modern planes which will reduce the rate to the air cargo 
user by nearly two-thirds, would almost revolutionize the aviation 
industry, would it not ? 

Mr. McMurray. I believe so, yes. 

Senator Monroney. I note that 93 percent of all airline revenues 
are from passenger service; only 7 percent is from cargo. This is 
the only form of transportation in which these statistics are not in- 
verted, where cargo is the greater. Is not the breakthrough on air 
cargo now waiting only a modern cargo plane which permit a rate 
competitive with surface transportation ¢ 

Mr. McMurray. I would certainly agree with you on that. 

Senator Monroney. During our hearings with the Civil Aeronau- 
tics Board, we requested the Board to suggest amendments which I 
think might be put in the record at this time. Because of the slow- 
ness in getting the record published, I would like to read this letter 
which is addressed to the Post Office Subcommittee of the Senate 
Committee on Post Office and Civil Service. 


Deak Mr. CHAIRMAN: When Vice Chairman Gurney testified before your 
subcommittee on July 24, 1959, you requested the Board to submit to your sub- 
committee specific language to be inserted in S. 2402 which would accomplish 
the objectives set forth by the Board in its testimony. You also requested the 
Board to submit certain statistics concerning the dollar volume of so-called non- 
priority or surface mail. The Board is pleased to comply with your requests. 

It is suggested that subsection (c) of S. 2402 be revised as follows: 

On page 1, beginning at line 9, delete the following language: “because of the 
nature of the terrain, or the impracticability or inadequacy of surface trans- 
portation,”. 

Revise subsection (e) so as to read as follows: 

“The Postmaster General and any such air carrier, as defined in subsection 
(c) hereof, may, within the limits of the authority of such air carrier, enter into 
contracts for the transportation by aircraft of any and all classes of mail, except 
airmail and air parcel post, at rates other than the rates established by the 
Civil Aeronautics Board under subsection (d) of this section. Such contracts 
shall be offered without discrimination to any eligible air carrier. Each such 
contract shall be filed with the Civil Aeronautics Board at least 30 days prior 
to the effective date thereof unless a shorter filing period is authorized by the 
Board. 

“If at any time the Board, upon complaint or upon its own initiative, after 
notice and opportunity for hearing, finds that any rate set forth in any such 
contract is or will be unfair or unreasonable, the Board shall order such rate 
eanceled as of the date of the order or such future date as the Board may 
specify. Pending such hearing and the decision thereon the Board may, prior 
to the effective date of the contract, suspend the use of any rate for periods not 
to exceed a total of 180 days. The Board shall have power to dismiss complaints 
against rates provided in such contracts without hearing. The Board is em- 
powered to make or amend such general or special rules and regulations as it 
shall deem necessary to carry out the provisions of this subsection. In exer- 
cising its functions under this subsection the Board shall have all the powers 
which it has in conducting proceedings under the Federal Aviation Act of 1958 
and its orders shall be enforceable and reviewable as provided in said act. 

“Advertising for bids shall not be required in connection with the procure- 
ment of such mail transportation services when such services can be procured 
from any air carrier lawfully operating in the territory where such services are 
to be performed.” 


This seems to provide for a review and suspension of the rate that 
the Board would find uneconomic, which is pretty much in line, I 
believe, with your earlier testimony. 

Do you have any questions, Senator Jordan ? 

Senator Jorpan. Only one thing. With what type of new plane do 
they contemplate to cut this rate? 
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Senator Monroney. To date the air carriers have brought two types 
of planes. Seaboard & Western, which is on the Atlantic run, has 
purchased six Canadair CL-44’s._ That is a turbo-prop cargo plane 
descended from the Britannia. That has been bou ht by Seaboard & 
Western and I believe by Flying Tigers. This will permit perhaps a 
10- to 12-cent rate to the Government on carriage of defense material 
or mail or even perhaps general cargo. 

The other plane, which is an American-made plane, that is being 
bought today is the GL-207 Super Hercules. It is a plane made by 
the Lockheed Co., at Marietta, Ga. It will be able to move approxi- 
mately a 75,000-pound load 3,500 miles and speeds at excess of 400 
miles an hour. It will be about in this same range, or perhaps lower, 
in its per ton-mile cost. Its direct operational cost will be between 4 
and 414 cents, which will reflect an 8 to 12 cents rate to the user of air 
cargo. Both of these planes are expected to be ready for delivery 
by 1961 or 1962. 

Pan American has recently bought, and announced yesterday, 12 of 
these Super Hercules Lockheed planes. 

Senator Jorpan. Do they use cheaper fuel? Why is it cheaper to 
operate this type plane? 

Senator Monroney. It is the aerodynamics of the plane, the economy 
of the turbo-prop motor, and its large capacity. We figured these 33 
planes ordered so far will have as much lift as 125 DC-6A’s or Con- 
stellations which are the current planes used in this type of work. 
Therefore, by using only one crew, their direct operational costs are 
lower, in addition to the superior performance of the powerplants and 
the better design of the airframe for the carriage of huge amounts of 
useful cargo with the least possible weight penalties. 

Neither of these planes have yet been certificated, although the pas- 
senger version of the Canadair is now flying, and it is anticipated that 
they will received certification. 

Both of these planes are designed for economy in loading and han- 
dling of cargo, which is much to be desired over trying to convert a pas- 
senger plane into a cargo plane. 

Do you have any questions of the witness ? 

Senator Jorpan. No. 

Senator Monroney. There are no further questions. Wethank you, 
very much, Mr. McMurray, for your testimony ; also, the interest of the 
airplane pilots on the breakthrough of this aircargo age. 

dines there are no further witnesses to be heard, the committee will 


stand in recess until te, at 10 o’clock, at which time we will hear 


the American Association of Railroads and any other witnesses ad- 
verse to the passage of the bill. We will also have hearings next 
Tuesday to accommodate the railroad labor organizations. I will 
repeat that any other witnesses desiring to be heard will please give 
their names to the staff so that they can be scheduled for hearing: 
otherwise, we intend to close the hearings following the Tuesday 
session. 

The committee will stand in recess until 10 a.m., Monday. 

(Whereupon, at 11: 45 a.m., the hearing was recessed to reconvene at 
10 a.m., Monday, August 3, 1959.) 
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MONDAY, AUGUST 3, 1959 
U.S. SENATE, 


ComMITTEE ON Post Orrtce AND Crvin SERVICE, 
SvuBscoMMITTEE ON Post Orricr, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:12 a.m., in 
room 6202, New Senate Office Building, Hon. A. S. Mike Monroney 
(chairman of the subcommittee) presiding. 
Present : Senators Monroney and Carlson. 


Also present: J. Don Kerlin, assistant staff director; and Frank A. 
Paschal, professional staff member. 


Senator Monroney. The Post Office Subcommittee will be in order. 
The hearings on S. 2402, a bill to clarify the authority of the Post- 
master General to provide for the expeditious, efficient, and economi- 


cal transportation of mail, and for other purposes, will now be re- 
sumed. 


I would like to read at the beginning a letter that I received from 
the Assistant Postmaster General, dated July 31, for the record and 
for the information of those who are attending the hearing. 


Post OFFICE DEPARTMENT, 
Washington, D.C., July 31, 1959. 

Deak SENATOR Monroney: In the course of the testimony by the Post Office 
Department during hearings held before the Senate Post Office and Civil Service 
Subcommittee considering S. 2402, on July 24, 1959, you requested that the 
committee be furnished an estimate of the amount of mail revenue which the 
railroads would lose as a result of the proposals to use air transportation within 
the limitations and conditions of S. 2402. 

Reference was made to the 150,000 tons of first-class mail moving over 300 
miles. As indicated in our testimony, the Departinent does not contemplate 
that all of this mail can be efficiently moved by air. Only a portion is likely 
to receive air transportation in the near future. : 

Under the Department’s proposed program, air transportation would be used 
in four principal types of postal operations in order to improve service to the 
public. 

First, it would be used between major population centers where, while dis- 
tances are not great, surface transportation is such that overnight delivery is 
not practicable. In this category are several large population centers having 
an important community of interest, between which overnight delivery is the 
normal expectation of all mail users. 

As Postmaster General Summerfield pointed out in his testimony, the rapidly 
diminishing number of passenger trains upon which we have relied for fast, 
dependable service, including en route distribution of first-class and other 
preferential mail in railway post office cars, has impaired our intercity service. 
Other factors, such as the growing volume of mail to be transported, the increase 
in population, and growth of new communities, have aggravated the problem. 

At present, if a proper standard of service for first-class mail is to be main- 
tained, air transportation should be made available for preferential mail between 
such cities, for example, as Chicago and Minneapolis, Atlanta and Tampa, Pitts- 
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burgh and Detroit, St. Louis and Kansas City, Washington and Boston, and 
Cincinnati and Nashville. 

Use of air in lieu of surface transportation for first class-mail between such 
cities as these will have no appreciable effect upon rail revenues. The amount of 
first-class mail involved is slight when compared to the total volume of all classes 
of mail carried. Moreover, it is important to observe that because of the dis- 
eontinuance of numerous passenger train schedules, the railroads are losing 
mail traffic, and will continue to lose more with the accelerating pace of their 
train discontinuances. In the first 6 months of 1959, 172 mail-carrying passen- 
ger trains have been discontinued, a 40-percent increase over 1958 in the annual 
rate of withdrawals. At the present time, the Department is aware of applica- 
tions pending with regulatory bodies involving the withdrawal of 70 more mail- 
earrying passenger trains. In addition, under discussion is the withdrawal of 
another 22 such trains. 

Second, air transportation would be used for first-class mail in oversea trans- 
portation to such points as the new States of Alaska and Hawaii, and to the 
Commonwealth of Puerto Rico. As was pointed out by you during the hearings, 
the nature of the terrain is such that over the water surface transportation is too 
slow for the standards of service required to maintain a proper community of 
interest with these important parts of the United States. Here, again no re- 
duction of rail revenue is involved. As was pointed out in our testimony, it is 
estimated that about 560 tons of first-class mail wouid be moved annually to 
these points. 

Third, local service air carriers would be used where surface transportation 
and other factors are such that the postal service will be improved. Initial 
estimates show that approximately 23,000 tons of first-class mail would be in- 
volved annually. Based on an assumed 200-mile-average air movement, this 
would amount to 4,600,000 ton-miles a year. However, in this instance, highway 
post offices will continue to perform a useful and needed service, as will other 
forms of surface treusportation including railroads. There will be ro significant 
loss of revenue by the railroads in this instance. 

Fourth, air transportation would be used for first-class mail to extend the 
current airlift operations to additional points which should be served, not only 
to improve the service but also to provide a logical means by which an overall 
efficient and economical operation for first-class mail can be obtained. This 
would involve an extension of the existing airlift from New York, Washington, 
and Chicago, to such points as Denver and Dallas, and to the west coast cities of 
Los Angeles, San Francisco, and Seattle in both east and west movements. The 
extension would involve an estimated 29,200 tons of mail annually, some of which 
now moves by highway as well as by rail. An additional 50,528,000 miles of air 
transportation would be utilized. This operation would enable the Department 
to improve the handling, distribution, and transportation of first-class mail 
within and between the major population centers of the United States. 

It is only in this category that there would be any significant loss of revenue 
by the railroads. The maximum loss of revenue by the 11 railroads involved 
would approximate $11,424,000 a year, assuming that all of this tonnage would 
be sent by air, and there are no further curtailments in railway post office 
service. 

As pointed out by the Postmaster General in his testimony, the railroads are 
expected to receive in fiscal year 1960 about $58 million more in mail revenue 
than they received in 1956. Since about 96 percent of our total—all classes— 
nonlocal mail tonnage will continue to be dispatched by surface means in the 
near future, and in greater volume, it is likely that railroad revenues from mail 
will be greater in the coming years even with the anticipated diversion of some 
surface mail to air. 

I trust that this information will be of assistance to your committee. If there 
is any additional information which you may desire, the Department will be 
pleased to furnish it. 

With best wishes, I am 

Sincerely yours, 
GEORGE M. Moore, 
Acting Assistant Postmaster General. 


I wanted the committee and others attending committee sessions 
to have the advantage of this further clarification from the Assistant 
Postmaster General. 
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The first witness today is SenatorGruening. _ 
Senator Gruening, we are pleased to have you with us and we would 
appreciate your proceeding in your own way. 


STATEMENT OF HON. ERNEST GRUENING, A U.S. SENATOR FROM 
THE STATE OF ALASKA 


Senator Gruentne. Thank you very much, Mr. Chairman and 
members of the committee. I welcome the opportunity to appear 
here and express my strong support of the bill S. 2402. ( 

It is my recollection that some impetus was given to the introduc- 
tion of this bill at the time this committee had under consideration 
the bill S. 1849, which Senator Bartlett and I introduced in the in- 
terest of improving Alaskan mailboat service. At that time, in the 
course of testimony on the bill by representatives of the Postmaster 
General, the fact was elucidated that first-class mail sent to Alaska 
from the other 48 States now is transported from Seattle, Wash., to 
Alaska by boat despite the fact there are at least seven or eight com- 
mercial flights from Seattle to Alaskan airports every day. The 
flights consume between 3 and 4 hours. 

To understand the effect of this means of transporting mail to 
Alaska it is necessary to point out that— 

(1) there is only one mailboat leaving Seattle for Alaska each 
weelx, and 

(2) boat service from Seattle to Seward, Alaska, now requires 
a week of travel. 

Consequently, first-class mail from the other States which fails 
to arrive in Seattle on a day other than the day of departure of the 
mailboat must remain in Seattle until the mailboat departs. In the 
event it arrives the day after the mailboat departs, the mail is de- 
layed in Seatle for a full week. 

In contrast, if the mail could be flown from Seattle to an Alaskan 
airport, the delay in transportation from the other States could be 
reduced from one or as much as two weeks to a period of hours. 

The enactment of this proposed legislation would result in much 
needed improvement of mail service, not only for Alaska but for all 
the rest of the country where mail is now needlessly delayed due to 
failure to use the most efficient means of transportation available. It 
would represent a step toward modernization of the U.S. mail service, 
which has changed over the years in many ways to match other prog- 
ress of the Nation in its methods of conducting business. 

The world of today is a world of speed, and increasingly so. Up to 
recently our age was at times referred to as “the air age.” We are 
now beginning to call it the jet age. 

Modern business depends on rapid communication. The Post 
Office can no longer meet the challenge of the modern world with 
horse and buggy methods. To what avail, I ask, Mr. Chairman, is 
the installation of speedy mechanical sorting devices here in Wash- 
ington—designed to save minutes in determining the destination of a 
letter—when the most expeditious mode of transportation is not then 
used to speed that letter on its way. What hurry to sort the letter 
destined for Alaska, for example, if it then must spend days en route 
by train to Seattle and wait a week or more for a mailboat. 


43893—59——__9 
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The age of speed demands that the Post Office Department adapt 
its operations to serve the needs of today with the most modern de- 
vices available. To me it is most strange that the Post Office Depart- 
ment has paid so little attention to speeding the mail in between the 
city of posting and the city of destination while at the same time 
paying so much attention to speed in sorting and speed in delivery 
after arrival at the city of destination. 

Again I ask: Why spend so much buying little gocarts to speed 
delivery of the mail after it arrives in the city and yet hesitate to use 
the fastest mode of transportation—air—between cities. 

I might say that this bill is of special interest to Alaska, not only 
because of the improvement it may bring in our mail service but also 
because Alaska has been something of a pioneer in the use of air car- 
riers for all classes of mail. In Alaska virtually all mail goes by air. 

The act of October 14, 1940, which authorized the Postmaster Gen- 
eral to provide for transportation of all classes of mail within Alaska, 
has, for nearly 20 years, given our State, for service within the State, 
to type of mail delivery which would under this bill be provided for 
other parts of the United States. In Alaska, which depends on air 
transportation to a greater degree than any other State, this legisla- 
tion has proved to be essential. 

I am sure that the similar proposal made in this bill for applica- 
tion throughout the United States will prove to be as successful as 
the special Alaska law to which I have referred. 

I urge that this committee act soon and favorably on this excellent 
legislative proposal. 

Senator Monroney. Thank you very much, Senator Gruening. 

As I understand it, not only first class but all classes of mail to all 
of your cities must go by air? 

Senator GRUENING. Within Alaska ; yes, sir. 

Senator Monroney. And within the Aleutian chain of islands? 

Senator Gruentne. There are one or two exceptions—occasionally 
between Anchorage and Fairbanks, if a train happens to be going. 

Senator Monroney. That is a Government-owned railroad system, 
is it not? 

Senator Gruenrne. That is a Government-owned railroad system. 

Senator Monroney. You have no privately owned railroads? 

Senator Grurenine. No. And very few highways. 

Senator Monroney. No railroads are planned for Alaska, are there ? 

Senator Grurnine. No. There is the International Rail and High- 
way Commission, which is studying the possibility of a railroad to 
Alaska, and there is a very brief stretch of railroad from Skagway 
to Whitehorse in which the first 20 miles are within the U.S. Terri- 
tory. But those are the only railroads. 

Senator Monroney. In other words, Alaska will skip the railroad 
age and go directly into the highway and air age? 

Senator Gruenine. We would like to do that. 

Senator Monronry. Moving mail by air should shorten delivery 
time as much as 10 or 11 days when you miss the mailboat. 

Senator Gruenine. It is quite a problem. We send all our letters 
from our office by regular mail. As we don’t have the franking privi- 
lege by air, it is quite a problem. 
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Senator Monroney. Also, now that Alaska is a State, it may lead 
to some confusion because people may think of it as a State and put 
a first-class stamp on it, not thinking it would be more than a week 
or more before a letter would arrive, when if they recognized it was 
the same distance as it was when it was a Territory, they would use 

irmail. 
; Senator Gruenina. There is a good deal of confusion. Every once 
in a while we get letters requesting the issuance of Alaskan stamps, 
and some, Alaskan coins. 

Senator Monroney. Of course, you do have an Alaskan stamp. It 
is one of the most beautiful that we have produced. 

Senator Gruenine. Yes; but it is a U.S. stamp. 

Senator Cartson. About 2 or 3 weeks ago this committee was work- 
ing on your bill to transport this mail by boat. After we reported 
this out, you wouldn’t get this mail faster. 

Senator Gruenine. That is a special problem. That boat carries 
other things besides mail. That is the only connecting link some of 
the fishing communities have with the outside world. It carries med- 
ical supplies and others. It is a happy combination of other services 
as well as mail services. 

Senator Monroney. There are a few airports along the stops that 
now must be served. 

Senator GruENING. You mean on the mailboat route? 

Senator Monroney. Yes. 

Senator GrueNninc. Yes; there are some, but in other places there 
are not. 

You see, until 1940 the only method of transportation between the 
48 States and Alaska was by sea. The Alaskan Highway had not been 
built. The first commercial air service began in 1940 and up to that 
time really the only way in which we could get from the United States 
to Alaska was by boat. 

Senator Monroney. Is there any through passenger service from 
Seattle to Alaska ? 

Senator Grueninc. Unfortunately not. The passenger service 
was discontinued in 1954. So this beautiful trip is available to very 
few. The Canadian boat makes the trip once a week in the summer- 
time, and there are a couple of cruise boats which we have put on in 
the last 2 years. For all intents and purposes there is no American 
scheduled passenger service now available. That is a great pity, for 
that is a trip that everybody should want to make. I am hoping you 
and other members of the committee will make it. 

Senator Monroney. I made it some years ago. People go to the 
Norwegian fiords, but are not aware of the scenery close by. 

Thank you very much, Senator Gruening. 

Senator Monroney. For the record the chairman has received sev- 
eral communications from various railroad presidents with reference 
to this bill, and I would like to include in the record at this time letters 
from the presidents of the Richmond, Fredericksburg & Potomac Rail- 
road Co., the Pennsylvania Railroad Co., the Baltimore & Ohio Rail- 
road Co., the Southern Railway Co., the Atlantic Coast Line Railroad 
Co., the Union Pacific Railroad Co., the Burlington lines, the Lacka- 
wanna line, the Erie Railroad Co., the Wabash Railroad Co., the 
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Chicago, Rock Island & Pacific Railway Co., the Seaboard Air Line 
Railway Co., and the New York Central system. 
I would like to include those as a part of the record at this point. 
(The communications follows :) 


RICHMOND, FREDERICKSBURG & POTOMAC RAILROAD Co., 
Richmond, Va., July 28, 1959. 
Hon. A. S. Monroney, 
New Senate Office Building, Washington, D.C. 


_ My Dear Senator Monroney: I have just received a copy of Senate bill 2402 
introduced by you on July 16, 1959, in the form recommended by the Postmaster 
General. 

It is noted that this bill, among other things, proposes to give to the Postmaster 
General discretionary authority to transport any or all classes of mail by air 
carrier where he finds it to be in the public interest because of the impractica- 
bility or inadequacy of surface transportation. The Postmaster General in his 
letter of July 16, 1959, to the President of the Senate, transmitting the bill for 
consideration by the Congress, points out that this legislation is urgently needed 
because of the rapidly changing pattern of our national transportation system 
whereby the railroads have been compelled to curtail many mail-carrying pas- 
Senger trains. 

It appears that the diversion of surface mail to the airlines has been a con- 
tributing factor toward the mounting revenue losses which have made necessary 
the curtailment of mail-carrying passenger trains in many instances and any 
further diversion such as would be permitted by Senate bill 2402 would para- 
doxically only aggravate the problem more and thus compel further discontinuance 
of such rail service which could be highly detrimental to the public interest. In 
addition, if the problems of national transportation policy of which the Congress 
should be fully aware are to be fairly and properly resolved, it cannot be accom- 
plished by such methods tending to perpetuate the unfair handicap of fully 
self-supporting taxpaying railroads having to meet more subsidized competition. 

We are at present operating 11 mail-carrying passenger trains daily in each 
direction between Richmond, Va., and Washington, D.C., and a very substantial 
part of our revenue on those trains is derived from the handling of mail. This 
service, while quite adequate, is not now being fully utilized by the Post Office 
Department and any further diversion of surface mail from these trains would 
tend to increase our passenger train deficit to the extent that further discon- 
tinuance of service might be imminent. 

I certainly trust that after further consideration you will feel disposed to urge 
that this bill not be reported. 

Very truly yours, 
Wrrert P. Marks, Jr., President. 


THE PENNSYLVANIA RaAILrRoapD Co., 
OFFICE OF THE PRESIDENT, 
Philadelphia, Pa., July 29, 1959. 
Hon. A. S. Mrxe MonroneEy, 
Chairman, Post Office Subcommittee, Senate Committee on Post Office and 
Civil Service, New Senate Office Building, Washington, D.C. 


Dear SENATOR MonroneEY: I understand that your subcommittee is presently 
conducting hearings on 8. 2402, a bill which would authorize the Postmaster 
General, under specified conditions, to transport by air all classes of mail at rates 
prescribed by the CAB or established by individual contract. After reviewing 
that bill, I must express my concern over the possible consequences of its 
enactment. 

It is my understanding that the deterioration of rail service has been cited 
as necessitating the proposed legislation. Undeniably, a number of passenger 
trains have been discontinued in recent years after rapidly increasing costs and 
the loss of passengers or mail, or however, these were short-run, branch-line 
trains bearing no conceivable relation to the type of air service which is con- 
templated by the bill as their replacement, and frequently the discontinuance of 
the trains has had no effect on the postal service because exclusive mail-express 
trains have been substituted for the discontinued passenger trains. In some 


cases our mail-carrying capacity between certain points has been increased as 
a result of this program. 
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On the other hand, the proposed long distance air service between major cities, 
where rail service is already available for mail transportation, is bound to have 
a serious effect on railroads such as the Pennsylvania which provides passenger 
train service between New York, Philadelphia, and Washington; Pittsburgh, 
Chicago, and St. Louis. 

Furthermore, we have recently published a statement of our policy on the 
continuation of such service in the future. In short, that policy is to provide 
the best possible service wherever a demand exists, and where it can be provided 
on at least a self-supporting basis. As you can understand, this is an extremely 
difficult task when we are faced on all sides with subsidized competition. Our 
plans for maintaining an economically justifiable passenger train service and 
our ability to continue to provide adequate and efficient mail transportation 
depend on volume of traffic. 

The loss of a significant amount of mail traffic and revenue would of necessity 
have a serious adverse effect on the quantity and quality of the remaining 
service. 

My company is therefore opposed to the enactment of S. 2402 and I respect- 
fully request that no action be taken thereon. 

Very truly yours, 


JAMES M. Symes, President. 


Tue Battimore & Onto Rarroapd Co., 
EXECUTIVE DEPARTMENT, 


Baltimore, Md., July 27, 1959. 
Senator A. S. Mrke MonrRoney, 


Senate Office Building, 
Washington, D.C. 


DeAR SENATOR MONRONEY: My attention has been called to bill S. 2402 intro- 
duced by you in the Senate, July 16, which provides authority for the Postmaster 
General to transport any and all classes of mail by air carrier where he finds 
it to be in the public interest, because of the nature of the terrain or the im- 
practicability or inadequacy of surface transportation. 

I have also read with considerable interest your statement in the Congressional 
Record when the bill was introduced. Mr. Summerfield, in his letter addressed 
the President of the Senate, mentions that thousands of mail-carrying passenger 
trains have been discontinued over the past 30 years. We cannot deny that 
many unprofitable passenger trains have been discontinued but, by far, the vast 
majority of these have been short branch line trains which would not be affected 
by the proposed legislation in bill S. 2402. 

Insofar as the Baltimore & Ohio is concerned, not one of our trains was 
discontinued until the passengers or the Post Office Department or both had 
deserted them. In every case where a passenger train was discontinued on our 
railroad it was because it was operating at a substantial deficit, not on the ICC 
formula but based on our out-of-pocket costs. 

As we view the proposal of the Postmaster General, which you have introduced, 
we cannot help but feel it is just a step toward an all-up mail program. Such 
a policy could very readily create a serious situation for all of the mail-carrying 
railroads. 

In an effort to continue Baltimore & Ohio passenger service, retain our pas- 
senger business and obtain additional traffic, we have not increased our passenger 
fares for several years. In fact, on May 23, 1959, we established a reduction 
in round trip coach fares between Baltimore, Washington, and St. Louis on 
our National Limited, the Diplomat and Metropolitan Special of 21 to 33 percent. 
In addition, these reduced fares also apply on our West Virginian operating 
westbound between Baltimore and Parkersburg. 

As an added attraction, on May 27, we inaugurated the low-cost slumbercoach 
service on the National Limited. These slumbercoaches. provide private 
sleeping accommodations at coach fares with a small extra charge for the space 
occupied. Slumbercoaches have been operating between Baltimore and Chicago 
on our Columbian since March 1958. 

Surely our efforts to lure the traveling public back to the railroads would 
not indicate we are endeavoring to get out of the passenger business. As an 


indication of this policy, attached is copy of my article entitled “Progress Rides 
the Rails on the B. & 0.” 
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Mail traffic is an important segment of our passenger revenue and the proposed 
legislation, if enacted into law, could seriously affect our present program. In 
fact, the loss of all or even a substantial share of our mail revenue could result 
in the discontinuance of the very service which we are going all out to maintain. 

In view of the serious repercussions the proposed bill could have on the con- 
tinuation of surface transportation service in the future and the effect it 
would have on the traveling public, may I respectfully request that no action be 
taken on the proposed legislation. 

Yours truly, 
H. E. Simpson, President. 


Procress RIDES THE RAILS ON THE B. & O. 


The Baltimore & Ohio Railroad has the honor of being America’s first rail- 
road and has maintained that honor in many ways—through the constant im- 
provement of train schedules and the development and use of modern equip- 
ment. Our fine food, courteous service and on-time dependability are other 
features which we believe add to the pleasures of traveling by train. 

The B. & O. pioneered in operating air-conditioned trains; in the use of 
diesel locomotives on passenger trains; and self-propelled diesel cars in long 
distance passenger service. Today, it is the only railroad in the East to feature 
strata-dome cars and the economical slumbercoaches which offer private room 
sleeping accommodations to coach passengers for a moderate space charge. 

Probably the most important aspect of B. & O.’s effort to make train travel 
attractive to the public is its fare policy. The B. & O. has not increased pas- 
senger fares in recent years and its present fares are the lowest in the East. 

The Baltimore & Ohio has confidence in the future of railroad passenger 
business. We appreciate the patronage of those who ride with us and will con- 
tinue to operate passenger trains as long as the patronage justifies same. 


H. E. Simpson, President. 


SOUTHERN RAILWAY SYSTEM, 
Washington, D.C., July 30, 1959. 
Hon. A. S. MoNRONEY, 
U.S. Senate, Washington, D.C. 


My Dear SENATOR Monroney: Southern Railway System’s interest in S. 
2402 is very great because we intend to stay in the passenger business, and we 
are making every effort to do that by improving service and endeavoring to in- 
creas revenue from passenger trains. 

On the Southern System for the first 6 months of 1959 gross revenue from 
passengers was’ $6,168,000, and from mail $7,154,000. In other words, mail 
revenue was greater than passenger revenue. 

If S. 2402 is enacted into law it seems to us that it would inevitably take 
much of the mail handling off the railroads. From the above figures you can 
readily understand that when the mail is taken off of the passenger trains 
they would lose about half of the total revenue now derived and would necessi- 
tate extensive abandonment of passenger services. We do not want this, and 
that segment of the traveling public still desiring to ride passenger trains cer- 
tainly does not want it. 

In the public interest we feel that S. 2402 should not be enacted into law. 

With every good wish. 

Sincerely, 
Harry A. DeButts, President. 


ATLANTIC Coast LINE RatLRoap Co., 
Wilmington, N.C., July 29, 1959. 
Hon. A. 8. MIKE MoNRONEY, 
Senate Office Building, 
Washington, D.C. 


My Dear Senator: I am writing you in regard to S. 2402, introduced in the 
Senate by you on July 16, and with respect to which the Congressional Record 
reproduces a letter dated July 16 from the Postmaster General, addressed to 
the President of the Senate. It is my further understanding that an identical 
bill has been introduced in the House by Congressman Murray of the House 
Post Office Committee. 


as “* 
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In my opinion, this proposed legislation could have extremely unfortunate 
consequences. Of course, it would be damaging to the railroad industry in a 
financial way, but over and beyond that it would, I am afraid, cause incon- 
yeniences to the traveling public, and a decline in the military potential of the 
railroads in time of emergency. 

Like most railroads, Atlantic Coast Line studies the results of passenger 
train operations by individual trains. When the total gross revenue outturn 
of a train over a representative period falls below the avoidable costs of oper- 
ating that train and there seems little likelihood of an improvement in the 
earnings performance of the train, it becomes a candidate for removal and 
appropriate proceedings are commenced to obtain necessary regulatory permis- 
sion to discontinue it. 

I might emphasize the use of the words “avoidable costs” in what I have just 
said. This means that in these preliminary studies the train in question is 
charged merely with the costs which would be saved were it to be discontinued, 
and not with any overhead or indirect costs whatsoever. 

The proposed act leaves it entirely within the discretion of the Postmaster 
General to say when surface transportation is impractical or inadequate, and 
when it would be in the public interest for him to arrange for air carriage of 
the mails. With the obvious predilection of the Post Office Department for air 
carriage, as evidenced by the experiments inaugurated in 1953, and still in 
effect, under which regular first-class mail is carried by air between New York, 
Washington, and Florida points, I think it is reasonable to apprehend that if 
this bill is enacted the mail will be removed from other passenger trains, with 
the inevitable result that it will be necessary for the railroads to seek authority 
to discontinue such trains. Frequently the mail revenue is just the difference 
between a profit and a loss. 

The Postmaster General in his letter comments upon the drastic reduction in 
the passenger train service, but does not comment upon the fact that the removal 
of first-class mail from the railroads to the air has been a decided influence in 
that direction. 

Certainly no one would argue that there is insufficient passenger train mail 
carrying service between New York and Washington, on the one hand, and 
Florida points, on the other hand. Three rail routes are available and train 
service is frequent and reliable. If this and other experiments of the Post 
Office Department had been productive of better mail service perhaps the rail- 
roads should not be heard to complain, but it is obvious that such objective has 
not been attained as result of the action taken. 

In brief, therefore, I think the proposed legislation will be a cause of further 
curtailment of passenger train service, rather than a remedy for the curtailment 
which has already occurred. 

It seems unnecessary to enlarge upon the effect of further curtailment of pas- 
senger service on the convenience of the traveling public or on the military 
potential of the railroads. Please remember that once a passenger train is 
removed, the service equipment is either scrapped or sold, usually the former, 
with the result that there are just that many fewer passenger train cars avail- 
able for use in an emergency. It certainly would be unreasonable to expect 
the railroads to retain passenger train cars, particularly mail cars, in repair 
and in service for no more than standby use if and when weather conditions 
or other circumstances may cause the Postmaster General to desire to tem- 
porarily use rail service for the carriage of mail previously removed from the 
rails and given to air carriers, or when a national emergency may arise. 

With kind personal regards, 

Very truly yours, 


W. Tuomas Rice, President. 


Union PaciFic RAILROAD Co., 
Omaha, Nebr., July 28, 1959. 
Hon. A. 8S. MIKE MoNRONEY, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. MonroneEy: I have read with interest S. 2402 introduced by you and 
now pending in the Committee on Post Office and Civil Service which, if passed, 
would authorize the Postmaster General to transport all classes of mail by 
air carrier. 
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This bill concerns me greatly because its passage would deprive Union Pacific 
Railroad of substantial revenue now being earned from the handling of mail 
which would be diverted to air carriers. 

I have frequently expressed the policy of this company to continue to render 
adequate passenger train service in our territory although such service has 
been and is being provided at a substantial financial loss. As you undoubtedly 
know, passenger service depends upon revenues derived not alone from passenger 
fares but from the carrying of the mail, express and other traffic carried on 
such trains. Whether or not the present passenger train service can be con- 
tinued depends to a large extent upon the continuance of such revenues, not 
the least of which is that earned from carrying the mails. 

As revenue from the handling of the mail diminishes, as it surely will with 
passage of this bill, our ability to continue passenger train service at its pres- 
ent level will become more doubtful. 

In the interest of the country as a whole, it is urged that the committee give 
careful consideration to the serious effects passage of 8S. 2402 would have on 
future rail passenger service. 

Yours very truly, 


A. E. Stopparp, President. 


BURLINGTON LINEs, 
Chicago, Ill., July 30, 1959. 
Senator A. S. Mike Monroney, 
U.S. Senate, 


Washington, D.C. 


My Dear Senator Monroney: I have had an opportunity to review S. 2402, 
which you recently introduced, giving the Postmaster General authority to 
transport any and all classes of mail by air carrier. 

Such a bill would have a serious effect not only on our gross mail revenues, 
but also on the future operation of a number of our principal passenger trains. 
The Burlington continues to believe in the future of rail passenger service as 
evidenced by the attached time table which you will note provides a frequency 
of rail service between the centers of population now served by the Burlington. 
Many, in fact most, of our trains carry first-class letter and bulk mails, and the 
continued operation of these trains would definitely be in danger should there be 
any loss in the volume of mail handled. 

Presently, our mail revenues represent approximately 55.5 percent of our 
passenger revenues, and any serious change in this picture will naturally force 
us to make some downward revision in the number of passenger trains operated, 
since the passenger and express revenues alone cannot meet even the out-of- 
pocket expenses. 

If the Post Office Department should divert from rail to air all classes of mail 
now moving between the principle centers of population on the Burlington Rail- 
road, we estimate a loss of mail revenue in the amount of $3,500,000 per year on 
the Burlington alone. 

This is such a serious threat that I wanted you to know of our feeling in the 
matter with the hope and expectation that there will be no basic change in the 
present practice of moving the first-class letter and bulk mails by rail. 

Yours very truly, 


H. C. Murphy, President. 


THE DELAWARE, LACKAWANNA & WESTERN RAILROAD Co., 
New York, N.Y., July 28, 1959. 
Hon. A. 8S. Mike MONRONEY, 
Senate Office Building, 
Washington, D.C. 


Dear Senator Monroney: It is my understanding that about 2 weeks ago you 
introduced S. 2402, which would clarify, and in fact shortly expand, the author- 
ity of the Postmaster General to use air transportation for various classifica- 
tions of mail. 

I am not opposed to air transportation where it provides a necessary service, 
and in connection with which the economics of providing it are clearly in the 
public interest. I am exceedingly concerned about your bill, however, because 
the Lackawanna Railroad has been in the passenger business for more than 
100 years; we desire to stay in the passenger train business but we cannot do 
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so if we are deprived of mail revenue at a time when our passenger carryings 
are so extremely competitive with private transportation. 

The Lackawanna’s main line runs 400 miles between New York and Buffalo, 
N.Y. We are competing with a fine highway system. Air transportation, as a 
passenger competitor, obtains, but it is not as serious a factor as the private 
automobile. 

Mail revenue has permitted us to continue our main-line passenger service up 
to this time. So long as we can continue to have a combined income from passen- 
gers, mail, and express to adequately meet the cost of train operation, we pro- 
pose to do so. I can say to you with great candor that should the Post Office 
Department exercise the authority contained in his legislation and remove any 
substantial proportion of the main-line mail which the Lackawanna is carrying, 
our service could not be economically sustained. 

I earnestly hope that you will not press this legislation at the present time. 

Cordially yours, 


P. M. SHOEMAKER, President. 


Erte RAILROAD Co., 


Cleveland, Ohio, July 27, 1959. 
Hon. A. S. MIKE MONRONEY, 


Senate Office Building, 
Washington, D.C. 


Deak SENATOR: In connection with S. 2402, which was introduced in the Sen- 
ate on July 16, I thought it would be appropriate for me to state my view to you 
that the diversion of mail traffic from the railroads to other forms of transpor- 
tation is bound to have an adverse effect upon the continuance of rail passenger 
service. 

The Erie, and I am sure practically all other railroads, want to stay in the 
passenger business as long as the revenues exceed, or at least offset, the ex- 
penses. Mail traffic is an important source of revenue, and to the extent that 


there is a decline, the future of the rail passenger business becomes that much 
more uncertain. 


Yours sincerely, 
H. W. Von WIter, President. 


WABASH RAILROAD Co., 


St. Louis, Mo., July 28, 1959. 
Hon. A. S. MIKE MONRONEY, 


U.S. Senate, 
Washington, D.C. 


DeAR SENATOR MONRONEY: I am very much concerned by the implications of 
Senate bill 2402. 

The Wabash Railroad is seeking to stay in the railroad passenger business. 
It operates trains from St. Louis to Chicago, Detroit, Kansas City, and Omaha. 
We have been forced to petition to discontinue our trains from Moberly, Mo., to 
Des Moines, Iowa, and from Fort Wayne, Ind., to Toledo, Ohio. Without the 
mail revenues on the other trains, our losses on them would be so substantial 
as to require the Wabash to consider either materially reducing or totally elimi- 
nating passenger service. 

It seems to me that, rather than taking away mail revenues from the rail- 
roads, Congress ought to encourage the Post Office Department to use the rail- 
roads and to pay them the fair cost of transporting mail. 

Very truly yours, 
HERMAN H. PEvLER, President. 


CxHicaGo, Rock IsLtanp & PACIFIo RAILROAD, 
Chicago, July 28, 1959. 

Hon. A. S. MIKE MONRONEY, 

U.S. Senate, 

Washington, D.C. 


My Dear Senator: I have just read a copy of S. 2402 authorizing the Post- 
master General under certain conditions to have mail transported by air. 

I want to tell you as briefly as I can the effect upon the passenger service of 
the Rock Island if any considerable amount of mail now carried by the Rock 
Island were diverted to air carriers. 
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We now operate our passenger service at a direct out-of-pocket loss of over $5 
million. We are not contemplating going out of the passenger business, not- 
withstanding the fact that we are suffering these losses. Today each of our 
passenger trains, with the exception of one, is earning enough revenue, includ- 
ing mail revenue, to pay its own individual out-of-pocket costs, but in comput- 
ing these out-of-pocket costs we exclude depreciation, station expenses, track 
maintenance, advertising, insurance, general expenses of the traffic department 
and other items of expense which would be eliminated if we went out of the 
passenger business. These excluded amounts make up the $5 million loss. 

Mail revenue amounts to about 25 percent of the gross revenue of our pas- 
senger business. 

If any considerable amount of mail is diverted from each of the following 
trains, each one will be in the red on direct expense and it will be necessary for 
us to discontinue its operations. 


Between: Train | Between: Train 
Chicago and Los Angeles... 39-40 Chicago and Omaha 9-10 
Minneapolis and Kansas__ 509-510 Memphis and Tucumeari_. 14-15 

City. Memphis and Amarillo___. 51-52 
Chicago and Peoria Minneapolis and St. Louis. 61-62 
Chicago and Des Moines_-. Kansas City and Houston. 507-508 
Chicago and Denver 


If these trains were discontinued, it would leave the Rock Island operating 
one pair of trains between Chicago and Peoria, one pair between Chicago and Des 
Moines, one pair between Minneapolis and Kansas City, and one pair, operated 
jointly with the Southern Pacific, between Chicago and Los Angeles. 

Yours very truly, 
Bruce DwWINELL, 
Vice President, Executive Department. 


SEABOARD AIR LINE RAILROAD Co., 


Richmond, Va., July 27, 1959. 
Hon. A. S. MONRONEY, 


U.S. Senate, Washington, D.C. 


Dear SENATOR MONRONEY: Senate bill 2402 which you introduced in the Senate 
July 16, pertaining to the transportation of U.S. mail is of vital interest to the 
Seaboard Air Line Railroad and because of the detrimental and far-reaching 
effects it would have upon our rail transportation system I thought you would 
like to know our views. 

The Seaboard enjoys handling both first-class and parcel post mail on our 
routes between the North, East, and Southeast and we are most appreciative 
of this traffic. For many years it has been our policy to provide schedules and 
service that are pleasing to the Post Office Department and our passenger train 
service structure is geared in large part to postal transportation needs. 

We have a fine mutually cooperative relationship with the Post Office De- 
partment and we have no reason to believe that our efforts to furnish mail 
transportation have been unsatisfactory. Our mail revenue is about half the 
amount of revenue we derive from passengers so it is obvious that loss of mail 
revenue would force us to make a substantial downward revision in our pas- 
senger train service. 

The proposal to transport by air any other class of mail bearing the appro- 
priate postage for its respective class is discriminatory and also not in the 
public interest. 

The increasing costs with which the railroads are continually faced and the 
part we wish and are expected to play in the national transportation picture 
make it imperative that we prevent further loss of revenues, and we believe 
that this bill would be a severe blow to us. I therefore hope that you and the 
members of your committee will give careful analysis to the detrimental effects 
that this would have upon our particular railroad and the industry in general. 

Sincerely yours, 
JOHN W. SmitTH, President. 
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New York CENTRAL SYSTEM, 


New York, N.Y., July 30, 1959. 
Hon. A. S. MONRONEY, 


US. Senate, Washington, D.C. 


DeAR SENATOR MONRONEY: I have read a copy of S. 2402 which you intro- 
duced in the Senate on July 16, 1959, together with your statement in the 
Congressional Record which includes a letter of the Postmaster General ad- 
dressed to the President of the Senate. 

If enacted into law, this bill could prove detrimental to this and other rail- 
road companies. 

It is doubtful that the Postmaster General could supply specific supporting 
facts which would justify the passage of S. 2402. 

Insofar as the territory served by the New York Central System is concerned, 
very little justification exists for expanding transportation of mail by air as 
proposed. With relatively minor exceptions, adequate surface transportation 
services are provided by this railroad, and are available for the most economical 
and expeditious movement of mail. The New York Central has not stood idly 
by waiting for something to happen. On October 1, 1956, this railroad inaugu- 
rated coordinated rail-highway service which has been operated successfully 
since that date with mutual benefits. Also, since that date, similar service has 
been established and is still in operation between Albany, N.Y., and Detroit, 
Mich., via Toledo. Since July 21, 1958, passenger Flexi-van service has been 
in operation between Chicago and Detroit and Bay City, Mich. This service 
required a substantial capital investment. These progressive moves are cited 
to demonstrate New York Central’s close cooperation with the Post Office Depart- 
ment in supplying economical, adequate, and efficient transportation for the 
mails. 

It is public knowledge that our terrain presents less problems to rail than 
to any other transportation media. In general, the public interest could not 
be better served. It is seriously questioned that the cost of expanded air trans- 
portation of all classes of mail could be reasonably compatible with the’service 
to be provided if sincere consideration is given to the fact that railroads pro- 
vide and pay for all facilities and services furnished and used for transpor- 
tation of mail, while the airlines do not. 

Passage of S. 2402 could have the adverse effect of causing the discontinuance 
of additional passenger, mail, and express trains because of the loss of mail 
revenue to the New York Central. 

With a view to protecting the interests of the self-supporting railroads and 
the public to whom they are a necessity, it is respectfully urged that the detri- 
mental effects of S. 2402 be carefully weighed against the doubtful and insup- 
portable allegation of need made in support of its passage. 

Very truly yours, 
ALFRED E. PERLMAN, President. 

Senator Cartson. Mr. Chairman, I didn’t bring any of the cor- 
respondence or letters or wires that I have received on this and I 
would not want to duplicate them, but in case there are some that 
are not duplications I would like to ask — to put them in. 

Senator Monroney. If you will turn them over to the staff they 
will see that they are made a part of the record. 

(The following communications were subsequently submitted for 
the record by Senator Carlson :) 


TopeKA, KANs., July 27, 1959. 
Senator FRANK CARLSON, 


Washington, D.C.: 
The railway clerks strongly oppose Senate bill 2402 as discriminating and as a 
possible subsidy to airmail. 


F.. H. DEBACKER, 
Secretary-Treasurer, Kansas Legislative Committee, Brotherhood of Rail- 
way Clerks, Topeka, Kans. 
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MARYSVILLE, KAns., July 27, 1959. 
Senator Hon. Franx CARLSON, 


Senate Office Building, Washington, D.C.: 


Locomotive engineers of Kansas are unalterably opposed to S. 2402, and re- 
quest you to oppose this bill, which will give the Postmaster General authority 
to take all mail of passenger trains and give it to the airplanes, which will 
finish wrecking our passenger service in Kansas and all other States. We 
urgently seek your help in opposing S. 2402. 

L. R. VAN BIBBER, 
Legislative Representative, Brotherhood of Railroad Engineers, Kansas. 


(Subsequent to the close of the hearings, communications were re- 
ceived from the Chicago & Eastern Illinois Railroad; the New York, 
New Haven & Hartford Railroad Co.; the Atchison, Topeka & Santa 
Fe Railway System; the Illinois Central Railroad; the Gulf, Mobile 
& Ohio Railroad Co.; and the Northern Pacific Railway Co.) 

(The communications follow :) 


Cnicaco & EASTERN ILLINOIS RAILROAD, 
Chicago, IUl., August 4, 1959. 
Hon. A. S. Mike Monroney, 
U.S. Senate, 
Washington, D.C. 


My DeAr Mr. Senator: It has come to my attention that there is pending be- 
fore the Senate Post Office and Civil Service Committee, and before the subcom- 
mittee thereof, of which you are chairman, S. 2402, which among other things 
authorizes the Postmaster General to transport any or all classes of mail by air 
carrier, where he finds it to be in the public interest. 

The railroads of this country for many years have been compelled, by law, to 
transport the mails and have made extensive investments in facilities for han- 
dling such mail. Furthermore, since the handling of mail has been on passenger 
trains, the revenues from the handling of mail on such trains have been a sus- 
taining factor in the continuation of such passenger service, without which the 
downward trend of passenger train mileage would have been greatly accelerated. 
For example, on the Chicago & Eastern Illinois Railroad, during the month of 
June 1958, passenger fares produced $205,667.41 revenue, while revenue from 
handling the mails was $115,794.81 or more than 50 percent as much as the pas- 
senger fare revenue. During June of 1959, the respective revenue figures were 
$207,395.33 and $113,200.75. 

The Chicago & Eastern Illinois Railroad Co.’s mail revenue is particularly 
vulnerable to diversion to airlines. Thus of the over $1,600,000 mail revenue in 
1958, only $360,000 was from the operation of railway post office cars. The re- 
maining $1,240,000 of such revenue was from the handling of bulk mail, of which 
approximately 80 percent moved more than 250 miles, and mostly was handled 
to final destination by other railroads which connect with the Chicago & Eastern 
Illinois Railroad. 

Most of this bulk mail moves between Chicago and Florida and other extreme 
southern-eastern points. This is one of the areas of experimental air operations 
to which the Postmaster General referred in his testimony as a basis for sug- 
gesting expanded air operations. 

The loss of any substantial part of this mail revenue would necessitate the 
curtailment and, perhaps, the discontinuance of fast train service entirely on the 
Chicago & Eastern Illinois Railroad. 

The Chicago & Eastern Illinois Railroad Co. is one of the few railroads in 
this country that operate a substantial portion of its train miles in passenger or 
fast train service. For example, in June of 1959, over 40 percent of the total 
train miles on the Chicago & Eastern Illinois Railroad was in passenger train 
service. The Chicago & Eastern Illinois Railroad has continued to operate a 
substantial passenger train mileage and to expend substantial sums for equip 
ment to handle the mails on passenger trains. 

S. 2402 presents a threat to the investment of the Chicago & Eastern Illinois 
Railroad Co. and a threat to a substantial portion of its revenue. Enactment 
of such legislation, even though not used immediately or extensively, neverthe- 
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less would, by its mere authority, result in a curtailment of eapital expenditures 
and an acceleration in abandonment of facilities for handling passengers and 
mail. I sincerely hope that S. 2402 does not become law. 
Sincerely yours, : 
Davin O. MaTHEWS, President. 


THe New YorK, New Haven & Hartrorp RarILroap Co., 
Boston, Mass., August 4, 1959. 
Hon. A. 8S. MrKke Monroney, 
U.S. Senate, Washington, D.C. 


Sr: I have noted the introduction of S. 2402 in the Senate, July 16. The 
transfer of mail footage from rail to air carriers which the bill permits would 
appreciably jeopardize the standard and volume of rail passenger and even 
freight service. For example, the New Haven’s revenues from mail traffic earned 
during 1958 were approximately $6 million, and its deficit to net railway op- 
erating income was $3.8 million. Plainly loss of our mail traffic or a significant 
part of it would not only greatly increase our need to curtail passenger service, 
but would also severely affect our ability to carry freight. More than one-third 
of our mail revenue derives from handling the sort of preferential mail which 
the Post Office Department proposes to move by air. 

I earnestly hope that Congress will not pass S. 2402, especially at a time when 
the country’s rail surface transportation plant is beset by other forms of heavily 
subsidized water, highway, and air competition. If, as and when we are allowed 
to compete on an equal, basis, freed of discriminatory tax and service burdens, 
I am sure that the rail industry will contribute as vigorously to the national 
economy as any other. Meanwhile, we cannot long withstand measures such as 
§. 2402 which disable us further and would increase governmental assistance to 
our already very healthy competition. 

Very truly yours, 


GEORGE ALPERT, President. 


Tue ATCHISON, TopEKA & SANTA Fe Rattway SYstTeM, 


Chicago, Ill., August 4, 1959. 
Hon. A. S. MrKE MONRONEY, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR Monroney: I have just been looking at S. 2402 which you in- 
troduced on July 16. 

I can well appreciate your enthusiasm for giving financial help to the airlines 
that are serving the major centers of population with schedules between the 
large cities, but I wonder if by taking the business away from the railroads you 
would not succeed in killing off the only service now enjoyed by the thousands 
of intermediate points which the major airlines make no pretense of serving. 

The loss of a substantial amount of mail revenue on top of the attrition that 
has already taken place in passenger train receipts could make the difference 
between keeping a great many trains on or taking them off with resultant loss 
of employment and service by many communities out in our territory. 

Would this be in the public interest? Would it be in the public interest to 
add further to the taxpayers’ cost of Government by providing a more expensive 
service than desired and paid for by those using the mails? I believe it is fair 
to say that those who do not pay air postage are expressing a willingness and a 
desire to use other than air transportation—and satisfaction with other than air 
transportation. Frankly, I do not know what, if any, segment of the public is 
seeking airmail service at ground mail rates, nor why they should expect such a 
reduction in the prescribed charges for airmail service, if indeed they are. 

Not only do we serve large communities such as Chicago, San Francisco, Los 
Angeles, San Diego, Kansas City, Houston, Dallas, and Fort Worth, but we also 
give passenger service to hundreds of small communities in the States of Cali- 
fornia, Arizona, New Mexico, Texas, Colorado, Kansas, Oklahoma, Missouri, and 
Illinois. In many of the areas which we serve, no other passenger service is 
really available. 

In 1958 our mail revenues accounted for over $25 million or approximately 
31 percent of our total passenger train revenue of $81 million. We have always 
considered mail an important adjunct to our passenger operations and our 
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relations with the Post Office people have been on a most friendly basis. At all 

times we have attempted to cooperate with them and accord the service they 

desire. It can readily be seen that if any substantial portion of our mail revenues 

oa diverted to air, the maintenance of our passenger train service would be in 
nger. 

We on the Santa Fe would like more passengers, more mail, more express, 
and be able to run more passenger trains than less. We think it would be in the 
public interest to not only preserve but increase jobs and service in the passenger 
business. Our policies and brand of service have been directed toward that 
objective, but we fear that the application of the provisions of S. 2402 would 
play havoc with the people we are trying to look after in your State and the 
other areas we serve. 

The Postmaster General, of course, already possesses sufficient authority to 
deliver all classes of mail, including parcel post, to the airlines for handling for 
which the postage rates applicable to airmal service have been paid by the users. 
His proposal that he be authorized to transfer any or all classes of mail to the 
airlines for handling when he deems surface transportation inadequate merely 
means that he is asking authority to deliver mail to the airlines for handling 


without exacting from the users the additional postage provided for airmail 
service. 


With every good wish. 
Sincerely yours, 


E. S. MarsH, President. 


ILLINOIS CENTRAL RAILROAD, 


Chicago, Ill., August 6, 1959. 
Hon. A. S. MrkE Monroney, 


US. Senate, 
Washington, D.C. 


Dear SENATOR MONRONEY: My attention has been called to Senate bill 2402, 
which I understand is now before your committee. I should like to present my 
views regarding its effect upon the railroads. 

The implications of this bill fall into two categories: 

1. The immediate objective of the Department to expand its present experi- 
ment of flying first-class surface mail which it feels it does not have authority 
to expand presently, and 

2. A long-range plan to enable them to fly bulk mail when someone in the 
Department believes surface transportation is inadequate. 

Under the first premise, as previously estimated by the Postmaster General in 
considering the all-up program, the loss to the railroads in mail revenues would 
be between $20 and $24 million annually. Since there have been subsequent 
increases in rates, the present losses would be greater. 

On the Illinois Central at least 35 percent of our bulk mail, amounting to 
about $1% million annually, would be subject to diversion if all storage mail in 
excess of a 250-mile haul were diverted. Moreover, the loss of such revenues 
would so adversely affect the revenues of specific trains that it would force their 
abandonment. Abandonment of these trains and the resulting lack of schedules 
to handle bulk mail between points to which these trains operate would take an 
additional 35 percent of our revenues and in turn diminish the amount of other 
related passenger train revenues. In other words, the original diversion would 
set up a chain reaction adversely affecting all our passenger train service. Such 
diversions, if carried out on a national basis whereby pasesnger train service 
throughout the country would be drastically reduced, would create a major crisis. 

The Postmaster General alludes to recommendations of the Interstate Com- 
merce Commission made on May 18, 1959, that the railroads develop “plans 
for reconstituting railroad passenger service into a less extensive network.” 
The Commission also stated in this respect that such plans should be based 
on the exacting analysis which in the ultimate result would permit the in- 
dustry to improve service to its patrons at more attractive prices. Such 
analysis would of course include service requirements of the Post Office De- 
partment. The proposal comes at a time when steps are being taken in an 
all-out effort to increase passenger-train revenues and reduce passenger-train 
deficits. 

For example, the Commission in its findings recommended the following: 

1. That the 10 percent Federal excise tax on passenger fares be repealed. 

2. That Federal tax laws be amended to encourage local and State tax 
relief, at least to the extent of disregarding State and local provided “pre- 
tax net income” for Federal tax purposes. 
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3. That State and local governments take such steps as may be required 
to effect a greater degree of equity in respect to tax burden on railroad prop- 
erty in relation to taxpayers generally and consistent with the desire of their 
communities for retention of commuter and other passenger train service. 

4. That where the railroads are unable to operate a particular local or 
commuting service at a profit, and where such service is essential to the com- 
munity or communities served, that steps be taken by State and local authori- 
ties, or both, to provide the service paying the carrier the cost plus at a reasona- 
ble profit. 

5. That the executive departments of the Federal Government consider the 
implications of the national transportation policy in connection with the pro- 
curement of passenger train services by the Post Office Department, Department 
of Defense and other agencies of the Government. 

6. That experimentation by the railroads with new types of coaches, sleep- 
ing cars, dining and other facilities be continued. 

7. That railroad management should continue its efforts to improve the 
attractiveness of railroad passenger service as a means of stimulating more 
adequate volume of traffic. 

8. That railroad management make studies of the elasticity of demand (ef- 
fect of price on volume of traffic) for railroad passenger service so as to 
provide a basis for adjustment of fares, adjustment of schedules for con- 
venience of prospective passengers, and systematic, continuous, and higher 
quality advertising and promotion generally designed to improve public ac- 
ceptance of rail travel. Every possibility of developing additional patronage 
should be fully and continually explored. 

9. An exploration of labor-management relations, including a review and 
revision of working rules for labor employees. Consistent with our recom- 
mendation to the Congress in March 1958, we believe that the investigation 
should not be limited to the narrow issues of the working rules but should cover 
other phases of labor-management relations. 

10. An exploration of those public expenditures which operate to the dis- 
advantage of the railroads. We adhere to the principle previously expressed, 
that this country’s several forms of transportation should be treated equitably 
and that no one form should be preferred. 

In addition to the Commission’s suggestions now being progressed, the rail- 
road industry expects to receive benefits from increased earnings in the handling 
of express since the recent reorganization of the Railroad Express Agency. 
Also, on our railroad we have recently increased most passenger rates 5 per- 
cent which will increase passenger revenues. 

It is obvious the proposed bill to empower the Postmaster General to reduce 
the mail revenues of the railroads is untimely and impetuous. 

The enactment of Senate bill 2402 would be very detrimental to the railroad 
industry and the Nation. For that reason I urge most sincerely that the com- 
mittee do not report it favorably. 

Sincerely yours, 


W. A. JoHNsToN, President. 


Gutr, Mosite & OHIO RAILROAD Co., 


Mobile, Ala., August 6, 1959. 
Hon. A. 8S. MIKE MONRONEY, 


U.S. Senator, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR MONRONEY: I am writing you in connection with S. 2402 which 
would enlarge the authority of the Postmaster General by permitting him to 
transfer more mail from the railroads to their air carrier competitors. 

It has been intimated in some quarters that railroads are not interested in this 
bill because they want to get rid of their passenger business. 

As far as G.M. & O. is concerned, this is not true. We are deeply concerned 
with this bill and the threat which it aims at our passenger business. 

The revenue which our passenger trains earn handling mail is a decisive 
factor in justifying their continued operation. For example, on our passenger 
trains Nos. 9 and 10 between Bloomington, Ill. and Kansas City, Mo., the ratio 
of mail revenue to passenger revenue is 9 to 1, and the trains operate at a deficit. 
During the first 6 months of 1959 we operated passenger trian service (mainly 
between St. Louis and Chicago) in excess of 2 million train-miles. We received 





138 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 


from passenger fares $1,354,000 and we received from the mail $1,010,000. We 
handle mail on all our passenger trains including name trains. It is my candid 
eee that none of these passenger trains would operate very long without 

e mail. 

On the whole, I am afraid that chaos in rail passenger transportation will 
result if the powers contained in this bill are conferred upon and fully exercised 
by the Postmaster General. 

Sincerely, 
G. P. Brock, President. 


NorTHERN PAciFic RAILway Co., 


St. Paul, Minn., August 7, 1959. 
Hon. A. 8S. Mike MonroneEy, 


U.S. Senate, Washington, D.C. 


DEAR SENATOR MoNnRONEY: I am greatly disturbed by the proposal contained 
in S. 2402 to authorize the Postmaster General to transport any or all classes 
of mail by air carrier, where he, in his sole discretion, finds it to be “in the pub- 
lice interest because of the nature of the terrain, or the impracticability or 
inadequacy of surface transportation, and where the cost thereof is reasonably 
compatible with the service to be provided.” In the very nature of things, and 
as clearly indicated in the letter of the Postmaster General, dated July 16, 1959, 
to the President of the Senate, what is contemplated is the diversion of long- 
haul movements of first-class mail from the railroads to the airlines for the 
purposes, among others, of furnishing expedited service to all mail and re- 
ducing the subsidy requirements of certain airlines at the expense of the rail- 
roads. 

I am in complete agreement with the statement made by the Interstate Com- 
merce Commission in its recent report on the railroad passenger train deficit, 
that “the complete elimination of passenger train service would not be a solution 
in the public interest. Economic railroad passenger service is, and for the 
foreseeable future will be an integral part of our national transportation system 
and essential for the Nation’s well-being and defense.” So far as my own rail- 
road is concerned, I am satisfied that there will be a need for main line passenger 
service on the Northern Pacific for a long time to come. 

The transcontinental railroads operating passenger service between Chicago 
and the Pacific coast, including the Northern Pacific, maintain the finest main 
line passenger train service in the world, and there is no inadequacy of railroad 
service for the handling of mail between any of the important cities of the 
West. This service, however, is, and for some time has been, furnished at or 
below the “break even” point, and any substantial diversion of mail traffic from 
these railroads to the airlines would imperil the continuance of railroad service 
upon which a substantial portion of the traveling public depends. 

The Interstate Commerce Commission, in its recent report on the railroad 
passenger train deficit, recommended nine specific courses of action, the adoption 
of which, it said, a sense of urgency compelled it to advocate strongly. One of 
these recommendations (No. 5) was “that the executive departments of the 
Federal Government consider the implications of the national transportation 
policy in connection with the procurement of passenger train services by the 
Post Office Department, Department of Defense, and other agencies of the 
Government.” I am in agreement with the view expressed by Commissioner 
McPherson in a separate concurring opinion, that “Congress, rather than a 
member of the executive departments as set forth in recommendation 5, should 
deciue this matter.” As stated by Commissioner McPherson, “the alternative 
seems to be to provide support at the Federal level for long-haul passenger serv- 
ice in the national interest or to follow the policy set forth in the new section 
18a of the act (sec. 5 of the Transportation Act of 1958).” The interests of 
national defense in the maintenance of adequate railroad passenger train service 
and the interests of the many members of the traveling public who desire and 
depend upon first-class main line railroad passenger service, as well as the 
financial health of the railroads, are at stake, and the statesmanship necessary 
to decide intelligently whether these interests should be sacrified to expedited 
service for mail and reduction of subsidies to airlines can only be found in the 
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Congress of the United States. Such statesmanship cannot be expected from 
the Postmaster General. 
I sincerely hope that S. 2402 will not be favorably reported by your sub- 
committee. 
Yours very truly, 


Rosert S. MACFARLANE, President. 


Senator Monroney. Our next witness is Mr. Herbert B. Brand, di- 
rector of the Railway Mail Transportation Division, Association of 
American Railroads. 

Mr. Brand, we appreciate your appearance. 


STATEMENT OF HERBERT B. BRAND, DIRECTOR, RAILWAY MAIL 
TRANSPORTATION DIVISION, ASSOCIATION OF AMERICAN RAIL- 
ROADS 


Mr. Branp. Mr. Chairman, I have a statement which I would like 
to read through, if I may be permitted to do so, and then answer 
questions that you may have. 

Senator Monroney. You may proceed in your own way, sir. 

Mr. Brann. Mr. Chairman and members of the committee, I am 
Herbert B. Brand; my address is room 444, Transportation Building, 
Washington, D.C. I am director of the Railway Mail Transporta- 
tion Division, Association of American Railroads, and have held this 
position since it was established in 1954. I appear before you today 
on behalf of the railroad industry as represented by the Association 
of American Railroads. 

This bill would (1) authorize the Postmaster General to transport 
all classes of mail by air carrier if he finds it would be in the public 
interest, because of the nature of the terrain, or the impracticability 
or inadequacy of surface transportation, and when the cost thereof is 
reasonably compatible with the service to be provided; (2) require 
air carriers to provide such transportation under rates and conditions 
provided by the CAB; and (3) authorize the Postmaster General and 
any air carrier to contract for such transportation at other than CAB 
prescribed rates. 

Although the bill is indefinite in certain respects, to which I will 
refer later, it appears that it would be the first step in a so-called all- 
up program, such as the Post Office Department has long advocated. 
This conclusion is based upon several premises. In the first place, 
the present program of flying first-class mail other than airmail on 
an experimental basis would be extended not only geographically but 
to all types of mail other than first-class mail. 

That such extension is contemplated is apearent from the Post- 
master General’s letter accompanying the bill and from his 1958 
annual report which foresees the movement of greater volume of mail 
by air. In the second place, although certain provisions in the bill 
appear to limit the circumstances under which the proposed air 
transportation can be used, the vague language leaves serious doubt 
as to the effectiveness of such limitations. 

The present airlift of first-class mail was not put into effect be- 
cause of any lack or alleged lack of adequate surface transportation. 
Rather, it was inaugurated between major cities where the best and 
most efficient surface transportation of mail was then and still is 
available. The Postmaster General has not stated that the enactment 
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of S. 2402 would be accompanied by or necessitate the elimination of 
the present experimental airlift operation. 

Certainly the continuation of the present airlift of first-class sur- 

face mail under the provisions of S. 2402 would mean that surface 
transportation between these major volume points such as New York, 
Chicago, and Washington is inadequate or impracticable. Such an 
interpretation could only mean that all surface transportation by 
railroads is inadequate or impracticable. Such a conclusion cannot 
be factually supported. 
Although the Postmaster General anticipates that the enactment of 
the proposed bill would lead to the diversion of a limited tonnage of 
peal nothing in the bill would guarantee this and a change of policy 
could, as the bill now reads, ultimately result in the diversion of all 
mail from rail carriers. Furthermore, the testimony in support of 
this bill has clearly referred to “planeloads” of mail. 

Originally the all-up program, with its increased cost, contem- 
plated an immediate increase in the regular postage rates from 3 to 5 
cents and the elimination of a separate airmail rate and service. Al- 
though the proposed legislation would not accomplish this change in 
rates, it would enable the Postmaster General to handle as airmail 
all mail which heretofore has been carried only by surface trans- 
portation. Once this is done in substantial volume, the inevitable 
result would be a single postage rate for each class of mail, whether 
moving by surface or air. 

The public is entitled to airmail service if it wants it and the postal 


service for many years has given the people of the United States a 
choice between transportation of mail by air or surface carriage. 
This option is exercised by the user when he affixes the requisite post- 


age to the mailable matter. Thus, a person desiring air movement of 
a letter uses, at present, a 7-cent airmail stamp and anyone not inter- 
ested in the more expensive form of transportation uses a 4-cent 
stamp. There has been an indication that the public is dissatisfied 
with this system which gives the user a choice of service and cost. 

It may be conceded that it is possible to transport mail faster by 
air than by rail between many points. However, the flying of mail 
does not necessarily mean an advance in delivery time to the ad- 
dressee. Support for this can be found in the results of a test con- 
ducted by the railroads comparing mail service before and after the 
inauguration of the west coast segment of the experimental airlift. 
This test is set forth in detail in exhibit A hereto, which I shall 
detail later. Although service was expedited between some points, 
you will see that the results showed no overall improvement, com- 

ared with service prior to the airlift, in the delivery of ordinary 
etter mail, but at the same time showed a deterioration in the de- 
livery of airmail. 

It has repeatedly been stated that the need for this proposed 
legislation stems from a decline in mail passenger train service. The 
fact is that in 1958 there were still about 14,000 intercity passenger 
trains a week (about 2,500 each weekday) including operations be- 
tween all the major and intermediate size cities of the country and 
serving thousands of towns and cities between the origin and destina- 
tion terminals. As a result of consolidations, today’s train is longer 
and has greater capacity than the average trains of some years 
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ago. It has been estimated that over 12,000 towns and cities con- 
tinue to receive regular passenger train service and that these orig- 
inate and receive more than 90 percent of all intercity mail of all 
classes. 

Many of these available trains are not presently being utilized by 
the Post Office Department. For example, as of October 1958 there 
were 181 trains on which railway post office service had been discon- 
tinued but which, nevertheless, were still running on approximately 
the same schedules and available for mail service. There are also 
about 25,500 passenger trains a week in suburban service—runs of 
less than 50 miles—some of which could be used advantageously. 

Contrary to what appears to be the general understanding, the 
mail service performed by the railroads is not merely transportation 
of the mails, but includes as well a number of additional services 
which are just as vital. To illustrate, the mails are not given to the 
railroads, as they are generally to an airline or motor carrier as a 
presorted shipment, to be transported to a given destination and 
there simply unloaded. 

In the case of railroads, the mail, unsorted, is brought to a desig- 
nated contact point in the post office or rail terminal, or delivered 
to the railroads by chutes or conveyors, or unloaded from incoming 
railroad cars for transfer. Then the railroad employees begin sort- 
ing the mail sacks and parcels, and loading them in railroad cars by 
destination. At stations where it is necessary to transfer mail be- 
tween trains, the transfer mails must be separated for dispatch to 
the outgoing trains in space and by personnel provided by the rail- 
roads. The railroads must furnish all necessary facilities for pro- 
tecting and caring for the mail while in their custody, furnish station 
space and rooms for handling, storing, and transferring of mail in 
transit, including the separation of mail for different connecting 
carriers. 

In addition to regular passenger trains, railroads can and do pro- 
vide the versatility and flexibility of four additional types of serv- 
ice: (1) Mail and express trains (M-E), carrying exclusively mail, 
express, and baggage, but no passengers, at passenger train speeds, 
and on schedules requested by the Post Office Department; (2) piggy- 
back services, moving in either solid or mixed trains on fast schedules 
and in coordination with local or line-haul highway service; rail 
van and Flexi-Van services; (3) fast freight service, depending 
largely on suitability of schedules and on the location and nature 
of terminal facilities; and (4) railroad-operated highway services, 
either highway post office or storage. None of these additional types 
of service oats on the carriage of passengers. 

The M-§ train is steadily becoming a more important part of rail 
and Post Office Department plans for mail movement and for years 
has been a well-established instrumentality. Literally hundreds of 
truck routes and HPO’s are now operated by railroads to carry mail 
in lieu of train service. Railroads, in cooperation with the Depart- 
ment, are now moving toward, or expanding, experiments with piggy- 
a and specially equipped container and fast freight train services 
or mail. 

Can the railroads be expected to continue to invest in such experi- 
mentation and special equipment if they do not know from day to day 
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whether they will be permitted to provide the service in sufficient 
volume to justify such expenditures? I might add here that the 
railroads pay not only the full cost of all their equipment and right- 
of way, but also pay local property taxes on all their property. They 
do not look to the Federal or local governments for the equivalent 
of free airways and airport aids or direct cash subsidies as is the case 
with many air carriers. 

As I have already indicated, satisfying the needs of the postal serv- 
ice does not depend on the carriage of passengers. In its recent re- 
port in the so-called Passenger Deficit Investigation (docket No. 
31954) the Interstate Commerce Commission reached the same con- 
clusion, saying: 

However, it appears not to be essential to the needs of the postal service that 
the railroads continue to transport persons. The Department looks forward to 
the establishment of a new method of operation under which mail and express 
would be carried in trains exclusively devoted to that service without passengers 
(sheets 86-87). 

Nevertheless, the railroad industry expects to remain in the passen- 
ger business for the foreseeable future and to have an adequate service 
to meet the needs of the Post Office Department as long as such service 
can pay its way. Of course the difficult problem in formulating long- 
range programs is to forecast just how much service will be required 
on particular railroads at particular times. 

Passenger train service has different characteristics on different 
roads and, frequently, even on different segments of one road. Many 
political and economic intangibles are involved, of course, in looking 
ahead even as far as 3 or 4 years. One of the major difficulties in such 
planning is the uncertainty of the policies of the post office with re- 
spect to mail transportation and the effect of these policies on the 
railroads. 

The Post Office Department realizes the greatest benefits from rail 
service when it is used to its maximum extent because rail costs, which 
are necessarily reflected in rail rates, are directly related to volume. 
The Postmaster General has indicated in his testimony before this 
committee that the proposed air service will be used for long-haul, 
intercity movements. 

Thus the surface carriers will be left with the low volume mail 
traffic to or from the multitude of smaller, intermediate points, not 
served by air. The net effect of any such reduction in volume move- 
ments will inevitably be higher unit costs, and eventually higher 
transportation charges to the Department of this remaining traffic. 

Furthermore, if the airlines are permitted to take these high volume, 
concentrated movements between major population centers, the rail- 
roads cannot long be expected to continue to be able to render, at 
a moment’s notice, the comprehensive nationwide mail service that 
they render today. The smaller communities will be left with a re- 
duced and skeletonized mail transportation service. In fact, the 
railroads will not maintain mail handling facilities and equipment 
representing millions of dollars of investment simply as a standby 
service for use only in times of inclement weather or seasonal peaks. 

If the past can be taken as an indication of the future, the railroads 
can well be apprehensive as to the impact of the proposed legislation. 
To illustrate the probable result of the proposed legislation on rail- 
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road transportation I need only point to the effect of the flying of 
3-cent (now 4-cent) mail on such transportation. The immediate 
removal by the Department of railway post office service as a result 
of the airlift was the principal factor in the discontinuance of eight 
trains and the consolidation of two others. 

In addition, the limited airlift for only first-class mail resulted in 
a net loss to 10 railroads of $1.7 million of annual mail revenue. It 
should be borne in mind that these train discontinuances and this 
loss of revenue were the direct results of what the Postmaster Gen- 
eral has termed “A comparatively minor airlift operation” between 
a limited number of cities whereas the proposed legislation covers all 
classes of mail without geographical limitation between any or all 
cities and could drastically affect rail passenger service in every State. 

The Postmaster General estimated in the early part of 1957, in 
announcing consideration of an “all-up” program of first-class mail 
only, that the railroads would lose between $20 and $24 million of 
annual revenue. Based upon present rates, these figures would now 
be substantially higher. We estimate that if other than first-class 
mail were included in such a program the loss would be in the neigh- 
borhood of $150 million annually. 

It has been said that the proposed legislation is the natural evolu- 
tion of progress. Certainly the railroads are not against progress, nor 
are they opposed to providing the public with improved service. How- 
ever, unless the trasportation of mail is viewed comprehensively in the 
interest of the country as a whole, rather than with special regard for 
a few metropolitan areas, the inevitable outcome of this “progress” 
will be the impairment of railroad mail transportation service to a sub- 
stantial portion of the public. 

In addition, it has been pointed out during these hearings that 
the national defense of the country would be enhanced by furnish- 
ing the air carriers with additional traffic which would in turn re- 
sult in the purchase of more equipment. However, this overlooks the 
fact that the railroads are equally important to our national de- 
fense for the same reasons as are other forms of transportation. I 
would like to point out that the railroads have no counterpart in the 
Defense Establishment such as MATS and LOO-AIR. Concern 
has recently been expressed as to the adequacy of the railroads to 
meet all requirements arising out of a national emergency. Any sub- 
stantial reduction in present rail service as a result of traffic diver- 
sion could be disastrous in this respect. 

_Now as to the specific provisions of S. 2402. The authority to use 
air transportation under the bill depends solely upon a finding by the 
Postmaster General that such transportation would be in the public 
interest because, among other things, of the impracticability or in- 
adequacy of surface transportation. 

The railroads are concerned because they do not know what this 
language means or how it will be interpreted. Therefore, as the bill 
1s presently written, it is conceivable that a Postmaster General could 
find that a substantial portion of rail transportation is impracticable 
or inadequate. This concern is further supported by the prediction 
of the Postmaster General in his transmittal letter that the enact- 
ment of the proposed legislation will make available new sources of 
mail traffic to the air carriers. Since all intercity mail is transported 
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by some type of carrier, it follows that.at any one time any increase in 
traffic to air carriers will result in a corresponding decrease in. the 
traffic of surface carriers. 

Furthermore, since the railroads are by far the largest surface 
carriers of mail, they would be the most adversely affected by such 
diversion. This result is further substantiated by the Department’s 
view that trucks are adequate for short-haul traffic and that the pro- 
posed air transportation is apparently contemplated for long-distance 
intercity movements, which are presently handled by the Nation’s 
railroads. 

According to the Postmaster General, the proposed legislation is 
required to permit an extension of the present experimental opera- 
tion. However, the bill, as drafted, bears little resemblance to the 
experimental program. Under the present experiment ordinary 
first-class mail is transported on a space available basis with no pri- 
ority. The proposed legislation does not state whether the air sery- 
ice to be prescribed will be limited to.a space available basis or will 
move on a priority basis. 

The testimony of the Post Office Department did not clarify this 
point. Moreover, it has been indicated that this bill would authorize 
mail to be moved in planeloads, exclusive of any other traffic. This 
question becomes important since the trunkline air carriers as a whole 
have apparently indicated an unwillingness to have the present experi- 
ment continued under prevailing conditions and rates. If priority 
is to be accorded, does Congress intend that it be comparable to that 
now accorded airmail or is the standard of priority to be determined 
by the Post Office Department ? 

If there is to be no priority, experience has shown that delivery of 
letter mail transported by air on a space available basis is not depend- 
able. For example, from January 1, 1957, to and including May 31, 
1957, one railroad carried airlift letter mail 39 different days between 
_ major cities due to inclement weather or lack of space on the 
planes. 

This is just one example from our experience during the limited 
experimental airlift operation of 3-cent mail. If this is any criterion, 
it is apparent that the Department will still have to look to the 
railroads as the backbone of a dependable mail transportation system. 
However, the railroads cannot afford to increase or even maintain 
their huge investment in mail facilities solely to fulfill the role of a 
standby carrier. 

The unsuitability of rail transportation has been cited as a major 
factor necessitating the proposed legislation. The fact is that there 
were few, if any, complaints either as to inadequacy of service or 
unsuitability of schedules of surface transportation prior to the 
reduction by the Department of daily mail deliveries in residential 
areas from two to one. In fact, reduction in deliveries of mail has 
resulted in complaints about local service where no intercity transpor- 
tation is involved. 

Mail addressed to most cities located up to 900 miles from point of 
origin had been delivered next day. When the single delivery was put 
into effect the distribution of city mails in RPO cars was in many 
instances discontinued and such mail is now distributed in post offices. 
Such distribution cannot be completed in time for the mail to make the 
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same carrier delivery that would have been made if distribution had 
been performed in RPO cars. Thus the public has suffered because 
the Post Office surrendered the advantages of speed and volume of 
en route distribution. 

Certainly it is true that in the period since World War II a number 
of noncompensatory passenger trains have been discontinued. Of 
course, not all of them carried mail, but of those that did, in many 
instances the loss of the mails was a substantial contributing factor 
in discontinuing the trains. The vast majority of trains which have 
been discontinued have been branch-line trains operating relatively 
short distances and serving small intermediate communities. The 
long distance air service between major cities which is apparently 
contemplated under the proposed legislation would not provide service 
to those small communities. 

Based on the latest available information, there are slightly more 
than 36,000 post offices and only about 800 air stops. However, these 
stops are, for the most part, located at the larger cities and towns. In 
such areas adequate rail service is also available. It is apparent, 
therefore, that the suggestion that this legislation is needed because 
of the discontinuance of trains does not accord with the facts. 

During these hearings frequent comments have been made about 
using the proposed authority to provide air transportation for mail 
moving between the continental United States and Alaska, Hawaii, 
and Puerto Rico. I want to make it clear that the railroads do not 
oppose legislation which would authorize service of this type. Our 
objection to S. 2402 is that its authority goes far beyond this as I have 
already pointed out. 

The railroads will continue to provide an adequate and satisfactory 
service for the transportation of mail so long as it is economically 
possible, but the Department’s actions will have an important bearing 
upon the number of trains operated. The proposed bill is an example 
of the uncertainty with which the railroads are faced in attempting to 
plan for and provide economical, dependable, and efficient service to 
meet the requirements of the Department. 

At the conclusion of the Postmaster General’s testimony he referred 
to “certain pressure groups which sometimes do not represent the 
industry which they purport to speak for.” If that refers to the Asso- 
ciation of American Railroads I might say that I have received copies 
of letters from the presidents of a number of railroads opposing 
S. 2402 and supporting the comments I have just made. 

I hope that, in the time that we have had to review the proposed 
legislation, we have been able to indicate to you some of the many 
problems which we believe should be thoroughly studied in connection 
with this bill before action is taken thereon. 

I wish to express my thanks to your committee for giving me the 
opportunity to present this testimony. 

I would like to read for the record the result of test mailings be- 
tween west coast points, comparing service before and after the inau- 
guration of the 3-cent mail airlift. 


EXHIBIT A 


The experimental flying of 3-cent first-class mail was started on No- 
vember 22, 1954, on the west coast. The order of the Civil Aeronautics 
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Board dated November 30, 1954, listed 21 cities to be served by the west 
coast area airlift, and for the purpose of the study referred-to in the 
following, no cities served only by the local service air carriers were 
considered as being part of the west coast area airlift. 

To determine the effect of the airlift on the delivery of mail on the 
west coast the railroads that were affected by the experiment mailed 
letters to and from the same points both prior to and after the begin- 
ning of the experiment. 

Period of mailings 

The test letters (3-cent postage) that were mailed before experimen- 
tal flying began were mailed during the latter part of October 1954, 
generally Monday through Friday. The test letters (3-cent postage) 
mailed after the experimental flying started were mailed during March 
1955. These letters, too, were generally mailed during the week and 
not on weekends. 

The airmail test letters (6-cent postage) that were mailed prior to 
the start of the airlift were mailed November 15-19, 1954 (Monday 
through Friday). The airmail test letters that were mailed after the 
airlift began were mailed during the latter part of November and 


early December 1954. The letters were usually mailed during the 
week instead of on weekends. 


Time of mailings 
Three of the four railroads that handled the test letters reported 
that the mailings were made at the close of a business day, or at about 


5p.m. The fourth railroad made two'mailings each day of the test— 
one between 11 a.m. and 12 noon, and again between 4 and 5 p.m. 
Place of mailings 

Three of the four railroads that made the test reported that the 
letters were deposited in the nearest letterbox or mail chute in con- 
formity with the usual practice. The fourth railroad stated that the 
test letters were handled through company mailrooms with other 
company mail. 

Points used in test mailings and whether served directly or indi- 
rectly by the west coast area airlift: ; 

Atchison, Topeka & Santa Fe Railroad: Served directly by airlift, 
eight: San Francisco, Oakland, Stockton, Merced, Fresno, Bakers- 
field, Los Angeles, and San Diego, Calif. Not served directly, nine: 
Berkeley, Glendale, Hollywood, Pasadena, San Bernardino, Empire, 
Pittsburg, Wasco, and Corcoran, Calif. 

Great Daten Railway : Served directly by airlift, eight : Portland 
and Klamath Falls, Oreg.; Oakland, Sacramento, San Francisco, and 
Los Angeles, Calif.; Seattle-Tacoma, Wash. Not served directly, 
seven: Olympia, Aberdeen, South Bend, Cle Elum, Longview, Cen- 
tralia, and Vancouver, Wash. 

Southern Pacific Co.: Served directly by airlift, 19 Bakersfield, 
Fresno, Los Angeles, Merced, Modesto, Oakland, Sacramento, Salinas, 
San Diego, San Francisco, Stockton, and Visalia, Calif.; Eugene, 
Klamath Falls, Medford, Portland, and Salem, Oreg.; Seattle- 
Tacoma, Wash. Not served directly, 19: Berkeley, Chico, Delano, 
Dunsmuir, Lancaster, Marysville, Majave, Oakdale, Porterville, 
Redding, Santa Paula, San Fernando, San Luis Obispo, Santa Ana, 
Santa Cruz, and Tulare, Calif.; Albany, Coos Bay, and Ashland, Oreg. 
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Union Pacific Railroad: Served directly by airlift, three: Seattle, 
Portland, and Los Angeles. 

Summary of airmail survey 

The Santa Fe Railroad conducted tests between 17 cities, both be- 
fore and after the airlift began. The survey showed improved air- 
mail service after the experimental flying began at four cities: Bakers- 
field, Empire, Fresno, and Pittsburg, Calif. 

The survey showed poorer airmail service after the experimental 
flying started at 13 cities: Berkeley, Corcoran, Glendale, Hollywood, 
Las Tamben Merced, Oakland, Pasadena, San Bernardino, San Diego, 
San Francisco, Stockton, and Wasco, Calif. 

The improved service, timewise, varied from a low of 4 hours at 
Bakersfield, to a high of 12 hours at Empire, Calif. 

The poorer service, timewise, varied from a low of 1 hour at Los 
Angeles, to a high of 15 hours at Pasadena, Calif. 

The Southern Pacific Co. conducted airmail tests between 12 cities. 
Improved service was shown at only two points: Fresno and Los 
Angeles, Calif. Timewise, the improvement was 2 hours at Fresno 
and 1 hour at Los Angeles. 

Poorer service was shown at 10 cities: Eugene, Klamath Falls, Med- 
ford, and Portland, Oreg.; Redding, Sacramento, San Diego, San 
Francisco, and Santa Cruz, Calif.; and Seattle, Wash. Timewise, the 
impairment varied from a low of 1 hour at three cities to a high of 6 
hours at one city. 

The Union Pacific Railroad conducted tests between three cities 
only: Los Angeles, Portland, and Seattle. Impaired airmail service 
after the airlift began was shown at all three cities as follows: 7 hours 
at Portland, 9 hours at Seattle, and 20 hours at Los Angeles; 2,193 
airmail letters were mailed prior to the start. of the experimental 
flying and 2,563 after it began. 


Summary of 3-cent letter survey 


The Santa Fe Railroad conducted 3-cent letter tests between 17 
cities before and after the airlift began. Improved service was 
shown at 11 cities: Empire, Fresno, Hollywood, Los Angeles, Merced, 
Oakland, Pittsburg, San Bernandino, San Diego, San Francisco, 
and Stockton, Calif. In hours, the improvement varied from 1 hour 
at Fresno and Pittsburgh, Calif., to a high of 14 hours at Empire, 
Calif. A 2-hour improvement is shown at San Francisco, 7 hours at 
San Diego, and 3 hours at Oakland, Calif. 

Poorer service was shown at five cities: Bakersfield, Berkeley, Glen- 
dale, Pasadena, and Wasco, Calif. In hours, the impairment varied 
aunt a low of 1 hour at Berkeley to a high of 6 hours at Pasadena, 

alif. 

The Great Northern Railroad conducted tests between 15 cities. 
Improved service was shown at 12 cities: Aberdeen, Centralia, Long- 
view, Olympia, Seattle, South Bend, Tacoma, and Vancouver, Wash. ; 
Portland, Oreg.; Los Angeles, Oakland, and San Francisco, Calif. 
In hours, the improvement varied from a low of 1 hour at Longview 
and South Bend, Wash., to a high of 10 hours at Olympia, Wash. 

The survey showed poorer service at Cle Elum, Wash., 2 hours; 
and Klamath Falls, Oreg., 11 hours. No improvement or impair- 
ment was shown at Sacramento, Calif. 
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The Southern Pacific Co. conducted these tests between 37 cities, 
Improved service, after the airlift started, was shown at 12 cities: 
Ashland, Coos Bay, Eugene, Medford, Portland, and Salem, Oreg.; 
Los Angeles, Merced, Oakdale, San Diego, and Santa Ana, Calif.; 
Seattle, Wash. The improved service in time varied from a low of 
“1 hour at Merced, Calif., to a high of 11 hours at Seattle, Wash. An 
improvement of 3 hours was shown at Los Angeles, and 4 hours at 
San Diego, Calif. 

Impaired service was shown for 21 cities: Albany and Klamath 
Falls, Oreg.; Berkeley, Chico, Delano, Dunsmuir, Fresno, Lancaster, 
Modesto, Mojave, Porterville, Redding, Sacramento, Salinas, San Fer- 
nando, San Francisco, San Luis Obispo, Santa Cruz, Santa Paula, 
Tulare, and Visalia, Calif. The impairment in time varied from a 
low of 1 hour at Lancaster, Mojave, Salinas, and San Luis Obispo, to 
a high of 8 hours at Delano and Dunsmuir, Calif. 

There was no change in service at four of the points included in 
the survey. 

The Union Pacific Railroad conducted similar tests between three 
large cities only. In each case an improvement was shown as fol- 
lows: Los Angeles, Calif., 23 hours; Portland, Oreg., 26 hours; and 
Seattle, Wash., 10 hours. 

The survey made by the four railroads listed above was made be- 
tween 53 cities. The consolidated results were improved service was 
shown for 23 cities: Aberdeen, Centralia, Longview, Olympia, Seattle, 
South Bend, Tacoma, and Vancouver, Wash.; Ashland, Coos Bay, 
Eugene, Medford, Portland, and Salem, Oreg.; Empire, Hollywood, 
Los Angeles, Oakdale, Oakland, Pittsburg, San Bernardino, San 
Diego, and Santa Ana, Calif. 

The survey showed no change in service either as to improvement 
or impairment at four cities: Corcoran, Marysville, Merced, and 
Stockton, Calif. 

Poorer service in hours was shown for 26 cities: Albany, and 
Klamath Falls, Oreg.; Bakersfield, Berkeley, Chico, Delano, Duns- 
muir, Fresno, Glendale, Lancaster, Modesto, Mojave, Pasadena, Por- 
terville, Redding, Sacramento, Salinas, San Fernando, San Fran- 
cisco, San Luis Obispo, Santa Cruz, Santa Paula, Tulare, Visalia, 
and Wasco, Calif.; and Cle Elum, Wash. The impairment in time 
varied from a low of 1 hours at six points, 2 hours at six points, 3 
hours at seven points, to 8 hours at two points—Delano and Dunsmuir, 
Calif. ; 32,496 three-cent letters were mailed before the airlift began 
and 30,887 letters after the airlift started. 

Taken as a whole and on an average, there was no change in the 
service for the 3-cent letters. It took the letters 36 hours for delivery 
before the experimental flying began and the same number of hours 
after the airlift began operating. For the airmail, however, the 
service was impaired to the extent of 4 hours—average time 31 hours 
for delivery before the airlift began and 35 hours after the airlift 
began operating. 

For the purpose of this study, Seattle, Portland, San Francisco, 
Oakland, Los Angeles, and San Diego were considered large cities 
served by frequent air flights. Despite this the 6-cent airmail serv- 
ime was impaired after the experimental flying of 3-cent mail began, 
as follows: Los Angeles, 1 hour; Oakland, 4 hours; Portland, 2 hours; 
San Diego, 6 hours; San Francisco, 10 hours; Seattle, 5 hours. 
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After the flying of the 3-cent letter mail began, improvement in 
the service for 3-cent mail was shown at four of the large cities and 
impairment at one, as follows: Improvement: Los Angeles, 3 hours; 
Oakland, 2 hours; Portland, 8 hours; San Diego, 4 hours; and Seattle, 
10 hours. Impairment: San Francisco, 1 hour. 

The following is a comparison of service for 3-cent mail, after the 
airlift began to the intermediate cities: 

Twelve intermediate cities served by the Portland and San Fran- 
cisco railway post office were included in the test. Of these, seven 
had poorer service: Albany, Klamath Falls, Oreg.; Dunsmuir, Red- 
ding, Chico, Sacramento, and Berkeley, Calif. Four had improved 
service: Salem, Eugene, Medford, and Ashland, Oreg. There was no 
change at Marysville, Calif. 

Four intermediate cities served by the San Francisco, San Jose 
and Los Angeles railway post. office (coast line) were included in the 
test. These were: Salinas, San Luis Obispo, Santa Cruz, and Glen- 
dale. All four cities showed poorer service after the airlift began. 

Twelve intermediate cities served directly by the San Francisco 
and Los Angeles railway post office (valley line) were included in the 
test. Of these 12 cities, 10 showed poorer service: Berkeley, Modesto, 
Fresno, Tulare, Delano, Bakersfield, Mojave, Lancaster, San Fer- 
nando, and Glendale. Improved service was shown for Pittsburg 
and no change was shown for Merced. 

Ten intermediate offices served by the San Francisco and Barstow 
railway post office were included in the test. Five showed poorer 
service: Mojave, Bakersfield, Wasco, Fresno, and Berkeley. Im- 
proved service was shown for Empire and Pittsburg. No change 
in service was shown for Corcoran, Merced, and Stockton. 

Senator Monronry. Thank you, very much, Mr. Brand, for your 
testimony. 

Would you like to discuss your exhibit? The committee has not 
had a chance to go through it. Since you are the only witness sched- 
uled for the remainder of the day, we would be happy to hear from 
you about the contents of this exhibit. 

Mr. Branp. We were unable to make a test of the first two experi- 
ments so far as the effect upon delivery of mail. In the first experi- 
ment we received our notice of the intention to fly mail through the 
newspapers; the second one, substantially the same thing. But the 
third experiment which was on the west coast, we received enough 
advance notice to make a test of the mail service of 3-cent letters, 
which was the postage at that time, and airmail letters prior to the 
inauguration of the experiment. We made a similar test under 
similar conditions after the experiment was begun. We mailed some- 
thing like 65,000 to 70,000 letters, which gave a pretty good indica- 
tion of what the service was before and after. 

As I have said, in some cases the mail service was improved on 3- 
cent letters; in many cases it becomes worse. The airmail, because I 
suppose of the volume of the 3-cent mail, became worse between these 
cities. 

Now those cities were all the cities that were included in the experi- 
mental operation on the west coast. 

Senator Monroney. You did not have a chance, as you say, to check 
the transcontinental or New York to Florida experiments? 
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Mr. Branp. We had no opportunity to do that, sir. 

Senator Monroney. Do you make any claims as to the speed of your 
trains and frequency of schedules? Is it not a fact that these were 
short hauls on the west coast compared with the long distance trans- 
portation on the other runs? 

Mr. Branp. The experiment on the west coast ran all the way from 
Seattle down to San Diego. Obviously between Seattle and San 
Diego a letter can be flown faster than it can get there by train. 

Senator Monronery. As to the airmail, I don’t understand why 
that would necessarily be slowed down because even during the ex- 
periment the airmail was still boarded even before passengers. 

Mr. Branp. Of course, our people were not at the airfields and did 
not observe what went on out there, Senator; we simply recorded the 
results under normal conditions during the week days, recorded the 
arrivals, and that is the result. 

Senator Monroney. But the Post Office Department has presented 
contrary testimony, and they have been making very careful checks 
as to the time of arrival. 

Mr. Branp. I have something on that point, Mr. Chairman. I 
would like to read into the record an interview with the top Post 
Office man on the west coast north of San Francisco that shows that 
is not the truth. This man is responsible for the operation of the air- 
lift. It is his job to see that it is carried on and to check the results. 

In the Oregon Journal for Monday, July 13, 1959, there is an article 
by a Journal staff writer named Joe Rigert. That interview is with 
Mr. S. G. Schwartz, regional post office director. I would like to 
read part of it. 


An “experiment” in hauling first class (4-cent) mail by air on the west coast 
was started by the Post Office Department more than 4 years ago. 

Today it is still an “experiment.” 

“It worked out pretty good,” observed S. G. Schwartz, regional post office 
director here, “but not as well as we would like. It’s not perfect.” 

Under the plan, ordinary letter mail is sent by air on a “space available basis” 
between the cities of Seattle, Portland, San Francisco, and Los Angeles. 

The airlines use the mail as “filler cargo,” which means they carry it only if 
they have room. The post office gets a special rate on this basis, but it doesn’t 
know until 4 hours before a flight whether, or how much, mail will be carried. 

“It’s a hit and miss proposition,” said Schwartz. “Besides during the holi- 
days they have their heaviest traffic and less room when we have our heaviest 
volume of mail.” 

And in some cases, he said, only part of a particular batch of letters may go 
by air if space is lacking. 

“If two guys in Los Angeles who sent their letters on the same day compare 
notes,” he said, “they may wonder why one letter arrived in Portland the next 
day and the other not until later.” 


There are other parts of his interview that I would be glad to make 
a part of the record if you wish. 

That shows it has not accomplished what it set out to do. 

Senator Cartson. Mr. Chairman, there is a meeting set up with the 
Secretary of the Treasury to which I must attend. I regret very much 
having to be excused. 

Senator Monroney. I understand there are conflicts and we will 
have to excuse you. 

In your summary under “Place of mee Points Used in Test 
Mailings and Whether Served Directly or Indirectly by the West 
Coast Area Airlift,” as I read it you state that eight points on the 
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Santa Fe were served directly and nine not served directly by the 
airlift; is that correct ? 

Mr. Branp. These not served directly are suburban and are reall 
a part of the metropolitan center, like Hollywood, for instance, whic. 
is not served directly by rail. 

Senator Monroney. Then, on the Great Northern you have eight 
served directly and seven not served directly ; is that correct ? 

Mr. Branp. That is correct, sir. 

Senator Monroney. And for the Southern Pacific you have 19 
served directly and 19 not served directly? 

Mr. Branp. That is correct. 

Senator Monroney. So your figures deal both with points served 
directly and indirectly ? 

Mr. Branp. It pm with all of the points, yes, sir, that were in- 
cluded in the test. 

Senator Monroney. The results would be 50-50, approximately, as 
you have taken an even division of the on-route a off-route in the 
test ¢ 

Mr. Branp. We took whatever the points were—— 

Senator Monroney. You selected the points, obviously. 

Mr. Branp. Oh, no, we took a lot of points that were served by the 
airlift as well as by the railroad. These are surrounding communities. 

Senator Monroney. If I read your exhibit correctly, you took, in 
the case of Santa Fe, 8 served directly by the airlift and you took 9 
not served directly by the airlift; you took 8 served directly by air- 
lift on the Great Northern and 7 not served directly; you took 19 
served directly by the Southern Pacific and 19 not served directly. 
Consequently, your figures would show about half and half of those 
directly served and not directly served ; that is my point. 

Mr. Brann. They would show the results of transit times to all 
of these points. 

Senator Monroney. That is right. But this is an experimental lift 
which has no supplemental services to any appreciable degree by your 
local carriers, no gearing up to highway transportation and other 
means, which is now contemplated. This is a national authority that 
we are giving to the Postmaster General in lieu of the test runs which 
he has had in the past. Obviously, this would not work as well on 
the off-route as it did on the on-route or work as well if permission 
were given to the Postmaster General to work out a nationwide pat- 
tern of distribution. Is that not correct? 

Mr. Branp. I don’t know how you would work it out, Senator. I 
don’t know how the Postmaster General would put this into effect 
under the authority of this bill. 

Sometimes we hear that it would have no effect on the railroads, 
which would mean very little flying; others speak of it in planeloads. 
Frankly, I don’t know how it would be done. 

Senator Monroney. I think it would be done by the Postmaster 
General in moving the mail in the most expeditious way. 

You also say: 

The public is entitled to airmail service if it wants it and the postal service 


for many years has given the people of the United States a choice between trans- 
portation of mail by air or surface carriage. 
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Certainly that doesn’t necessarily mean that we have to have a sur- 
charge of some 3 cents to send a letter by the most expeditious means 
of transportation, does it ? 

Mr. Branv. We have found that this is not always the most expe- 
ditious means of transportation. 

Senator Monroney. Aside from that, you seem to feel that unless 
the mailer wants his letter sent by airmail, then from now until dooms- 
day it is automatically supposed to move by surface, whether it be 
by boat or by truck or by car or by railroad. 

Mr. Branp. I do not mean to say that at all, Senator. What I do 
mean is this: Under the present system if a mailer wants to be certain 
of fast and expeditious transportation, he can get it by using airmail. 
If he is not interested in that, he uses a cheaper form of surface 
transportation. 

In my job I travel all over the United States and I talk to people 
everywhere I go about the mail service. Invariably, the response I 
get is that they are not so much interested in a fast service today and 
a slower one tomorrow. What they are interested in is a regular, de- 
pendable one that comes in a set fashion. 

Senator Monroney. Don’t you think the Postmaster General is in- 
terested in that same thing? 

Mr. Brann. Yes, sir. But he hasn’t accomplished it according to 
what the post office regional director on the west coast has just said. 

Senator Monroney. He was speaking about an experiment only to 
certain points, We are now talking about more and more direct 
points of air service on an intugreed program of deliveries. 

Mr. Branp. He was speaking, as you may recall, on mail between 
Los Angeles and Portland that has been going on for 5 years. This 
is not an experiment any longer, Senator. ything that goes on 
that long has become a pretty much accepted pattern of doing 
business. 

Senator Monroney. But he is limited in his experience to certain 
runs. Now the purpose of this bill is to take advantage of his find- 
ings in 5 years. Certainly no one can say that is a hasty decision he is 
making. The Postmaster General has testified it has been possible 
to move mail faster by days and by hours at a cost no greater than 
the cost by rail through the use of air transportation. You say it is 
much more expensive to move it by air than by surface. Now I think 
the committee would be glad to have your statistics on that. 

Mr. Branp. I quote from the Postmaster General’s letter of trans- 
mittal. Hesaid: 

Apparently, the railroads are not willing to continue under the present rates 
and conditions. 

The rate that the Postmaster General obtained for moving the 
present airlift mail has no relation whatever to the cost of the service, 
the cost to the airlines, or the value of it, or anything else. It has no 
relation to anything, and it was arrived at by this kind of a means. 
The Postmaster General found out what his costs to move this mail 
would be by surface, including the transportation part of it. He 
then deducted the transportation part from his other costs. He tried 
to determine, and I suppose he got it pretty accurate, his costs that 
would be incurred under an airlift.without the transportation factor. 
He then took the difference that was left over the rail cost, which 
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would be the amount of money that he could afford to pay the air- 
lines and still not exceed his surface cost, and he estimated the num- 
ber of ton-miles of surface that would be required of the airlines and 
divided that figure into the sum of money I have just mentioned. 
When he did that he came up with a rate that ranged between 18 
and 20 cents a ton-mile. But that rate was established only for the 
purpose of the experiment. 

I don’t have any idea that the CAB would ever fix a rate that low 
for use by the trunklines, and I don’t think the trunkline air carriers 
would accept such a low rate. 

Senator Monronry. There has been ample testimony during the 
course of these hearings that they are doing pretty well with this 18- 
to 20-cent a ton-mile rate; furthermore, there has been testimony 
that upon delivery of these heavy duty cargo planes they will be able 
to quote 8 cents for full plane loads and 12 cents on a mixed cargo 
basis. 

Mr. Branp. Iam not familiar with that testimony. 

Senator Monroney. That was given to us Friday by Mr. Earl 
Slick of Slick Airways, and it is pretty general hauwhedias that those 
planes do have that low cost of operation. 

Mr. Branp. But the Postmaster General to the CAB said, himself, 
that the surface rate was only 7 to 8 cents a ton-mile as against what 
he was asking, 18 to 20 cents a ton-mile. 

Senator Monroney. I don’t recall that. 

Mr. Branp. If you refer to his application to the CAB, you will 
find that in there, sir. 

Senator Monroney. His testimony before us was not to that effect. 
He found that this rate of 18 cents or 20 cents was comparable in 
cost to his rail service. 

Can you give us what the ton-mile rate by rail is? 

Mr. Branp. We will use the Postmaster General’s figures, Senator. 
The Postmaster General did not say, as I recall it, that this 18- to 
20-cent ton-mile rate by air was the same thing as the rate by rail. 
What he said was by using that rate he would not exceed his total 
cost by surface. But he still has in his application a statement that 
our rate is 7 to 8 cents a ton-mile. 

Senator Monroney. You mentioned that you still have in service, or 
at least as of 1958, 2,500 passenger trains a day that are capable of 
carrying mail ? 

Mr. Branpb. That is correct, sir. 

Senator Monroney. That was the 1958 figure. Can you give us any 
idea what is contemplated for the year 1959 in the number of trains? 

Mr. Branp. I do not have any information as to the number of 
trains that the railroads may have filed application to withdraw. I 
assume there are some. 

Senator Monroney. There must be some, because the railroads are 
appearing before another committee, of which I have the honor of 
being a member, fighting hard for permission to discontinue trains 
with greater ease and without too much control by the State or the 
Federal regulatory bodies. So, it must be an important item to the 
railroads in their future planning. 

Mr. Branp. It is important to remove trains that cannot possibly 
pay their way and are not paying their way. 
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Senator Monroney. Mr. Symes, of the Pennsylvania Railroad, was 
asked the following question by Senator Smathers: 
Would your profit be sufficiently large just from the freight income that you 


might realize, from carrying freight, to at least permit the railroads to possibly 
run one or two long-haul passenger trips? 


Mr. Symes answered : 


Yes, I think that that is going to be the answer. I can visualize on our rail- 
road, within, say, 6, 7, or 8 years from now, that this 27 million passenger train 
miles that we operated last year might very well go down to about half—13 or 14 
million, part of which will be in commuter service, part of which will be in this 
densely populated eastern seaboard area, and part on overnight trains, maybe 
one or two, Chicago, St. Louis, Cincinnati, Detroit, and so on. The remainder, 
I think, is going to have to give way. And that could provide pretty good earn- 
ings to at least get out of a part of the passenger deficit. 

* * * And as they (the airlines) get faster, which they are, they are going to 
strike us out that much quicker. Also, all railroads are not in agreement with 
me on that equation, but you have to be realistic. 

In addition to testimony before committees of Congress, we have 
seen in the papers announcements from other railroads that they are 
seeking permission, are they not, to completely discontinue passenger 
service? 

Mr. Branp. I cannot comment on Mr. Symes’ testimony as I am not 
familiar with it. 

Senator Monroney. You are familiar with the general pattern of 
greater and greater reduction in passenger train mileage, are you not? 

Mr. Branp. There will undoubtedly be some requests for some trains 
to be removed. When that is done, we offer a substitute to the Post 
Office Department in the form of one of these other means of transpor- 
tation that I have already described, and frequently that is accepted. 

Senator Monroney. That would depend on the volume of the mail, 
would it not; you are not going to offer a substitute service if the 
mail would be less than one car? 

Mr. Branp. Oh, yes; in instances, much less than one car. 

Senator Monroney. You run a train for less than a carload? 

Mr. Brann. Not a train; a substituted service in the form of a 
truck transportation or HPO or perhaps a consolidation with some 
other train. 

Senator Monrongy. How many HPO’s do you run? 

Mr. Branp. We run quite a lot. They are all under contract. The 
Government no longer runs these HPO’s. I think they are all private 
contractors. 

Senator Monroney. They are run on a biddable basis at a com- 
pensatory rate? 

Mr. Branp. Yes, sir. 

Senator Monrongry. They would have to go by highway instead 
of by rail? 

Mr. Bran. Not necessarily by highway. We might find it pos- 
sible, and I am certain we would like to look into it, to run these 
mail express trains piggyback or flexi-vans. 

Senator Monroney. How many cars would be required for you to 
run this substitute service by rail ? 

Mr. Branp. It would depend on what type of substitute service it 
would be. I don’t know what that would be. I think we would have 
to look at the particular train, what they have there, the amount of 
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mail, and all of the conditions that would surround that particular 
movement. 

Senator Monroney. The bill does provide, and the testimony would 
so indicate, that they do not intend in the foreseeable future to divert 
all traffic to air. 1 believe the estimate today is that the ratio of 
the weight of first-class mail to the weight of all the mail is about 
3 percent. Does that about agree with your idea of the relationship? 

Mr. Branp. It would be a guess on my part, Senator. We do not 
keep records by weight of mail. We go on the space basis, and in 
the case of first-class mail, which generally moves in RPO cars, we 
have no records on that at all. 

Senator Monronry. Do you not think that the Postmaster Gen- 
eral’s figure would be a rather reliable figure; that is, of the total 
tonnage moving—first, second, third, and fourth class—3 or 4 percent 
is first class? 

Mr. Branp. I would accept whatever the Postmaster General says 
is the volume of the weight. He knows better than anyone else what 
it is. 

Senator Monroney. The railroads are paid the same on a space 
basis for first class as they are paid for second, third, and fourth 
class; is that not correct ? 

Mr. Branp. Only if it moves in the same type of equipment. 

Senator Monroney. If it moves in the same type of equipment, 
the railroads are paid the same? 

Mr. Branp. Yes, sir. 

Senator Monroney. The other type of equipment would just be 
the normal freight cars, would it ? 

Mr. Branp. It would be baggage cars, the passenger type cars. 

Senator Monroney. What is the difference in the rate if it moves in 
baggage cars if it moves in railway post office cars? 

i . Branp. We have in the country at present two sets of rates, 
one that applies in the East and one that applies in the South and the 
West. The rental for a 60-foot RPO car, which is the largest car in 
the South and the West, is 69.9 cents per car-mile. The rate in the 
East is 85.3 cents per car-mile. 

Senator Monronry. What is that capacity ? 

Mr. Branp. It is a 60-foot car. Of course, on the inside it is 
— with racks and distributing space, and it is pretty hard to 
say what the capacity would be in pounds or tons. 

Senator Monronery. You don’t have any idea as to what it averages? 

Mr. Branp. No, I don’t, sir. 

Senator Monroney. May I have the figures for the baggage car? 

Mr. Brann. For the same size baggage car the rate in the South 
and the West is 82.4 cents a car-mile; in the East, 95.4 cents. 

Senator Monroney. A higher rate. 

Mr. Branp. It has a great deal more capacity. The baggage car 
is just a shell that can be filled up completely with mail, there being 
no obstruction to it. 

Senator Monroney. Does the Post Office Department have to have 
a full car? 

Mr. Branp. The Post Office Department can use any size and can 
tender us any amount of mail. We have rates for them. 


43893—59——-11 
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Senator Monroney. Still, it doesn’t matter a bit to railroad revenues 
as to which class of mail is carried since you make just as much money 
in hauling second-class mail, third-class mail, and fourth-class mail as 
you do in hauling first-class mail? 

Mr. Brann. I am not sure it would be per pound. It would be in 
the charts that we use to determine our compensation, that is, in space, 
In the storage cars we go by what we call “to a linear foot of space” 
up to 60 feet, on a 60-foot car. If there is less than 60 feet of mail in 
these 60-foot cars, we do not charge for 60 feet. We charge for what- 
ever is in there. The rate I gave you is in the event a 60-foot car is 
filled to its capacity. 

Senator Monroney. By and large there is no differential charge 
whether you are sending second, third, or fourth class, or whether 
you are sending first class? 

Mr. Branp. I think I can answer that by saying that we would 
charge the same thing for first, second, third, and fourth class mail 
if it moved in RPO cars, but a different rate if it moved in a storage 
car, for all four classes. 

Senator Monroney. Would you say that this 3 or 4 percent diver- 
sion of mail from the railroads would be seriously detrimental to the 
railroads’ financial position ? 

Mr. Branp. I would say it would seriously affect the particular 
railroads involved. As I have mentioned in my testimony, the 10 
railroads on the west coast alone lost almost $2 million by removal 
of the RPO cars. 

As I interpret the deal, the Postmaster General would reduce his 
RPO service under this bill. He would not simply take a sack or two 
of letters out of an RPO car and continue to run that. He would 
probably cut the whole car out. 

Senator Monroney. Then you would have to hire a baggage car to 
move these second-, third-, and fourth-class mails. 

Mr. Branp. You would not need a baggage car if the Postmaster 
General is flying the mail. 

Senator Monroney. The testimony has been, Mr. Brand, that 3 or 4 
percent of the total mail by weight is first-class mail. That would 
leave you 96 to 97 percent of the total tonnage, which amounts to a 
staggering figure, and you have now told us that it cost him more to 
send it by baggage car, which would be the way parcel post, second 
and third class would move. 

Mr. Branp. It costs him only more in the storage car in the sense 
that the rate for the car itself is higher than for the RPO car. 

Senator Monroney. Suppose the baggage car is filled up with parcel 
post. From Portland to Los Angeles it would be higher per mile to 
send it by baggage car than if he used theese railway post office cars. 

Mr. Branp. Senator, there is a lot more space in the storage cars 
than there is in RPO cars. The RPO car has to have room for distri- 
buting sacks and racks, and also for the postal clerks that work in 
there. A 60-foot baggage car has more capacity than a 60-foot RPO 
car; yes. 

Senator Monroney. If we find it more expeditious to deliver our 
mail by baggage cars and we no longer have to use so many railway 
post office cars, then we would be getting more for our money even 
though the rate is higher ? 
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Mr. Brann. You would be getting a smaller unit cost. 

Senator Monroney. Should the Congress object to that, if he finds 
it cheaper to distribute mail at the terminal points rather than throw 
the mail as the train moves, is that something—— 

Mr. Branp. We do not object to which type of our service he 
chooses. 

Senator Monroney. You would just as soon have the baggage car} 
is that correct ? 

Mr. Branp. I would just as soon have the baggage car and the RPO 
car together. ; 

Senator Monroney. If he needs two baggage cars instead of one 
baggage car and one RPO car, then he would be able to move more 
tonnage at only a slightly higher rate per car, but his per pound 
utilization of the cars will be greater; is that correct? 

Mr. Branp. His utilization will be greater. 

Senator Monroney. Isn’t that a movement toward progress ? 

Mr. Branp. You just can’t separate the storage service from the 
RPO service. Whether this would be progress depends on what 
happens to the mail so far as the users of the mail are concerned. 

Senator Monroney. That is one of the major reasons this commit- 
tee is interested in this bill. Through this legislation will the users 
of the mail be able to get their mail faster? 

Mr. Branp. I assume from all [ have heard in the hearings that 
this would be confined principally to the larger metropolitan areas of 
the country. Now those people may get better service—I am not sure 
they would—but in some cases I will grant you they will. 

But what happens to all these places in between when the Post- 
master General removes the RPO service to pay for the air service? 
These people are not going to have this service as they have had be- 
fore. 

Senator Monronry. You have supplemental service by feeder air- 
lines, which, of course, has come into being largely because of the dis- 
continuance of intrastate trains. They provide passenger service for 
people over routes and under this bill they would be permitted to 
provide mail service for these same people. 

Mr. Branp. The feeder lines are handling the mail today. 

Senator Monroney. But none of the first-class mail, except to an 
extremely small extent in this experiment. And I think this accounts 
for the delay to some of the offroute stations in the test that you made 
on the west coast. 

One of the things which the committee is extremely interested in is 
speeding = delivery of mail where there is practically no rail trans- 
portation from your hub centers to the ultimate town that receives it. 

You mentioned a figure of the 36,000 post offices on page 11 of your 
statement. All of those points are not served by railroads today. 

Mr. Branp. Not all of them, sir. 

Senator Monroney. You stated on page 3 that 12,000 are served. 

Mr. Branp. That is our estimate; ves, sir. 

Senator Monroney. Does that include daily service? 

Mr. Branp. That is points where we provide a service by our trains. 

Senator Monroney. You say regular passenger train service ? 

Mr. Branp. That’s right, sir. 
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Senator Monroney. I just wondered as to the frequency of that, 
whether it is daily. 

Mr. Brann. I couldn’t say as to the frequency. 

Senator Monroney. I know in many places where the service has 
deteriorated to every other day or two or three times a week where 
there are combination trains carrying a mixture of freight and pas- 
sengers. A number of those have been discontinued within my State 
because there has been no passenger service. 

Mr. Branp. Our estimate of 12,000 is that that many post offices 
are served by at least 1 train a day. 

Senator Monroney. One train a day ? 

Mr. Branp. At least one. 

Senator Monroney. In and out? 

Mr. Branp. Yes, sir. 

Mr. Pascuex. Mr. Brand, since Senator Carlson had to go to an- 
other meeting, I would like to direct one or two questions to you. 
On page 6 of your prepared presentation you make a statement that 
service carriers, including railroads, would be left with short-haul 
and low-volume mail. Is there an intimation there that under S. 2402, 
if that should happen, that the railroads will not be interested in that 
short-haul mail? 

Mr. Branp. Under the present law, Mr. Paschal, it would not make 
any difference whether we are interested in it or not. We would 
— to carry the mail at the time the Postmaster General orders us 
to do it. 

What I intended to convey is that if this traffic which in volume is 
taken away from us, it leaves us with the traffic to these smaller com- 
munities at the same charge that we receive for transporting the 
volume movements, but we have a higher expense to these smaller 
points. If we lose what brings us a better return and are left with 
only the traffic that nobody else wants, then under the rates the 
Interstate Commerce Commission fixes our charges would eventually 


O up. 

While the Postmaster General might deem it to be a temporarily 
attractive setup to him, from a financial standpoint it wouldn’t last 
because we are entitled to the cost of our service under the law, and 
we would ask that that cost be given to us in the form of increased 
rates by the Commission. 

We would continue to handle the mail. As a general proposition 
I think the railroads want to handle the mail. They have many 
times said to me: “We will handle the mail in any way the Post- 
master General wants it handled, and the only thing we ask in return 
is that we be paid a fair price for what we do.” 

Mr. Pascuet. Just one more question. Let’s go back to the ques- 
tion that the chairman asked you a moment ago nek the 36,000 post 
offices and the 800 air stops. Some of the large airlines do not serv- 
ice certain cities as well as some of the railroads, I know. Taking 
Salina, Kans., for instance—maybe you are familiar with where that 
is—have you any information unless this first-class mail or unless 
any class mail is given preferential treatment as to how much faster 
an airmail letter would get from Washington, D.C., to Salina by air 
than it would by rail? 

Mr. Branp. I have no specific information on that, Mr. Paschel. 

Mr. Pascuet. Thank you. That is all. 
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Senator Monrongy. Thank you very much, Mr. Brand, for your 
testimony. 

We have no other witnesses listed, although several railroad execu- 
tives were scheduled to appear. You are appearing for all of them, 
I presume? 

Mr. Branp. Yes, sir. As you will probably see from the letters 
that you received, the men who had been originally listed to testify 
had their thoughts expressed previously by the presidents of their 
railroads. 

Senator Monroney. And by their own letters which we included 
in the record ? 

Mr. Branp. That’s right, sir. 

Senator Monroney. If there are no other witnesses this morning, 
the committee will stand in recess until tomorrow at 10:30, at which 
time we expect to hear several members of railway labor and we expect 
to have the Post Office Department here for some additional questions. 

The committee will stand in recess until 10 :30. 

(The following letter was subsequently received and was ordered 
printed following Mr. Brand’s testimony :) 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., August 3, 1959. 
Hon. A. S. MONRONEY, 
Chairman, Post Office Subcommittee, 
Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Monroney: During my testimony this morning before your 
committee on S. 2402, I perhaps did not bring out clearly the most important 
difference between rail service in railway post office and storage cars. Railway 
post office cars are actually mobile post offices in which a great deal of the space 
is taken up by the postal clerks and the railroad facilities they need and use in 
sorting and dispatching mail en route. Storage cars, in contrast, are generally 
completely filled with mail. 

While there are no records of the weight of mail transported in railway post 
office cars there is no doubt that it constitutes a relatively small percentage of 
the total weight of all classes of mail carried by railroad. On the other hand, 
the revenue received by the railroads for furnishing and moving these mobile 
post offices is quite substantial and in the fiscal year 1958 amounted to more than 
$87 million. This is obviously a large part of the total of $336 million received 
by the railroads from all mail services. 

Moreover, railway post office cars generally move in passenger-carrying trains 
and the revenue from this service is a most important part of the total revenue 
of these trains. Without this revenue the relationship between income and 
expense deteriorates drastically, and as the revenue from the handling of mail 
diminishes, as it surely will with the passage of S. 2402, our ability to continue 
passenger train service at its present level will become more doubtful. 

I will appreciate it if you will include this letter in the record immediately 
following my testimony. 

Yours very truly, 
HERBERT B. Brann, Director. 


(Whereupon, at 11:30 a.m., the committee took a recess until 10:30 
a.m., August 4, 1959.) 








AIR TRANSPORTATION FOR OTHER THAN AIRMAIL 


TUESDAY, AUGUST 4, 1959 
U.S. SENATE, 


CoMMITTEE ON Post OFFIcE AND Crvin SERVICE, 
SvuBcoMMITTEE ON Post OFFICE, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:30 a.m. 
in room 6202, new Senate Office Building, Hon. A. S. Mike Monroney 
(chairman of the subcommittee) presiding. 

Present: Senators Monroney, Carlson, and Jordan. 

Also present: J. Don Kerlin, assistant staff director; and Frank 
A. Paschal, professional staff member. 

Senator Monroney. The Subcommittee on Post Office will be in 
order, to continue hearings on S. 2402, a bill to clarify the authority 
of the Postmaster General to provide for the expeditious, efficient, 
and economical transportation of mail. We hope to be able to con- 
clude the hearings today unless we have demand for more time from 
witnesses. 

Our first witness today is Mr. Charles E. Kief, vice grand presi- 
dent, Brotherhood of Railway and Steamship Clerks, Freight Han- 
dlers, Express and Station Employees. 

We are happy to have you here, Mr. Kief, and we shall be happy 
to hear your statement, sir. 


STATEMENT OF CHARLES E. KIEF, VICE GRAND PRESIDENT, 
BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, FREIGHT 
HANDLERS, EXPRESS AND STATION EMPLOYEES; ACCOMPANIED 
BY HARTMAN BARBER, GENERAL MANAGER, BROTHERHOOD OF 
RAILWAY AND STEAMSHIP CLERKS, FREIGHT HANDLERS, EX- 
PRESS AND STATION EMPLOYEES 


Mr. Kier. My name is Charles E. Kief and I am a vice grand presi- 
dent of the Brotherhood of Railway and Steamship Clerks, Freight 
Handlers, Express and Station Employees. My office is located at 
401 Third Street NW., Washington, D.C. The chief executive officer 
of our brotherhood is Mr. George M. Harrison, grand president, with 
offices located at 1015 Vine Street, Cincinnati, Ohio. 

This brotherhood is opposed to the enactment of S. 2402. I am 
also authorized to record the opposition of the Railway Labor Execu- 
tives’ Association, consisting of the 22 standard railway labor organi- 
zations, representing substantially all the railroad workers in the 
United States. The provisions of S. 2402 were considered at a recent 
meeting of the chief executive officers of all these organizations and 
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— is the same as that of the Brotherhood of Railway 
erks. 

This legislation would enable the Postmaster General to use air 
carriers to transport all classes of mail when he finds it to be in the 
fauly interest because of the nature of the terrain or the impractica- 

ility or inadequacy of surface transportation. While it is realized 
the railroads have discontinued many of their passenger trains during 
the last 10 years, we do not think such broad authority should be vested 
in the Postmaster General now or in the immediate future. The mail 
is being moved largely by surface carriers at the present time, mostly 
by the railroads, and if this bill were enacted and fully implemented 
by the Postmaster General, a large part of the mail could be diverted 
from surface carriers to the airlines, resulting in less mail traffic to the 
railroads and decreased employment to railroad employees. We have 
the honor of representing employees on both the salina and the air- 
lines and we wish to stress the fact that if the airlines were faced with 
the same loss of traffic we would intervene at once to protect our airlines 
members. 

This statement is not intended as a defense of the railroads as we 
consider their action in discontinuing so many passenger trains has 
not only deprived many of our members of employment, but has caused 
the railroads serious loss in power and prestige. However, we are 
mindful of the disturbing fact that if this bill is enacted into law, it 
will mean the abolishment of many hundreds of positions on the rail- 
roads and will encourage the further elimination of passenger train 
service, thereby further shrinking the plant of the railroads. Such 
shrinkage of railroad plant and equipment can do nothing but place 
the country in a very dangerous position in the event of a national 
emergency. Even more important is the dissipation of the skilled man- 
power in the industry—it ie even more difficult to replace skill in 
time of need than to acquire equipment. We think this a poor time 
for this type of legislation to be considered by the Congress. The 
preservation of railroads and all surface transportation would be 
highly essential in time of war and in winning our struggle to survive 
as a free Nation. To realize this we have but to remember what the 
railroads did in World War II. Must this bill be passed merely to 
fill the freight bins of the airlines? 

We are also mindful that the Postmaster General, if this bill is en- 
acted, will have authority to divert to the airlines all classes of mail, 
including fourth class mail. This includes parcel post and catalogs. 
Our express employees were in a state of constant fear that the ex- 
press contract would not be renewed until the recent contract efforts 
were concluded between the Railway Express Agency and all the 
express-handling railroads. No sooner than its fight for survival was 
settled when the proposal contained in S. 2402 is introduced in the 
Congress and the express employees’ future is again menaced by 
doubt as to the continued life of the agency. If the Postmaster Gen- 
eral is authorized to move all classes of mail, including parcel post 
by air, bearing appropriate postage for its class of mail, which in our 
opinion means the current published rates, the future of all surface 
carriers will be seriously threatened. Where is the shipper who 
would not prefer service by air to rail, but, truck, or parcel concerns 


who are in competition with parcel post? There would be none, and 
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that is the danger to surface transport. The railroads have lost 
quite a number of mail trains due to the development of the space- 
available airlift. Their potential loss would be greatly increased if 
S. 2402 were enacted. Again, is the post office staffed and equipped 
to meet this large quantity of additional airmail? The airlines, in 
their wild bid for traffic, are after everyone who travels or anything 
which they can get off the ground, and it is a small matter to them 
if surface transportation is seriously crippled as result of their efforts. 

We would fight any and all efforts to take any traffic from the air- 
lines and thereby endanger the employment of our airline members. 
Conversely, we are unwilling to see the employment of our railroad 
members threatened. There is so much mail to be moved and while 
we know the total amount of mail increased from year to year, we 
believe the contemplated diversion to air would be far greater than 
the annual increase in the amount of mail. In other words, the sur- 
face carriers, more particularly the railroads, would be hurt, and I for 
one cannot credit the assertions of the Postmaster General and the 
various witnesses for the airlines that the bill, S. 2402, would not 
change the current methods of mail distribution; that our rail net- 
work would continue to provide basic service in the foreseeable future. 
We absolutely reject the statement that a substantial growth in mail 
by surface carriers will occur in the future. §S. 2402, if enacted, will 
take care of that. 

The airlines have very many able men to represent them quite ef- 
fectively and if S. 2402 were enacted there would be relentless pres- 
sure on the Post Office Department for more and more mail traffic. 
I don’t believe the Post Office Department realizes what it is getting 
into. 

We know from the testimony submitted here that certain airlines 
are purchasing cargo planes at approximately $5 million a plane. 
However, we have not heard of any considerable number of air- 
lines purchasing such equipment. We have heard there is a plan 
being readied for cargo planes to be purchased by the Department of 
Defense and leased to the airlines, no doubt at a very reasonable 
rental. There is reason to believe this program would be very at- 
tractive to the airlines and would most certainly put them in the 
air freight business in a large way. Of course, these planes would 
revert to the Department of Defense in times of emergency. With 
certain mail transportation tonnage assured them by the enactment 
of S. 2402, such tonnage being augmented by what iitwts-claas traffic 
they can obtain, the success of the airlines would be assured insofar 
as mail and freight is concerned—at the expense of all surface trans- 
port and its employees. 

There are many other facets of this problem we could discuss, but 
they would not be directly related to the bill before this committee. 
We realize also, Mr. Chairman, that you are anxious to close these 
hearings and we would not wish to impose on your time. We ap- 
ferns the opportunity you granted us to appear in opposition to 

. 2402. 

Senator Monroney. Thank you, very much, Mr. Kief. 

I notice in addition to your own brotherhood you represent also 
the Railway Labor Executives’ Association, consisting of 22 standard 
railway labor organizations. 
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Mr. Krer. Yes, sir. 

Senator Monroney. For the record would you furnish the com- 
mittee with the names of those 22 member organizations? 

Mr. Kier. Yes, sir. 


(The following exhibit was subsequently submitted in response to 
the foregoing request :) 


The Railway Labor Executives’ Association is an organization of the chief 
executives of the standard railway labor unions which represent practically all 
employees in the railroad industry in this country. The chief executives of the 
following rail unions are affiliated with the association : 

American Railway Supervisors’ Association. 
American Train Dispatchers’ Association. 
Brotherhood of Locomotive Engineers. 

Brotherhood of Locomotive Firemen and Enginemen. 
Brotherhood of Maintenance of Way Employees. 
Brotherhood of Railroad Signalmen. 

Brotherhood of Railroad Trainmen. 

Brotherhood of Railway Carmen of America. 


Brotherhood of Railway & Steamship Clerks, Freight Handlers, Express & 
Station Employees. 


Brotherhood of Sleeping Car Porters. 


Hotel & Restaurant Employees & Bartenders International Union. 
International Association of Machinists. 


International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers & Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen & Oilers. 

International Organization Masters, Mates & Pilots of America. 

National Marine Engineers’ Beneficial Association. 

Order of Railway Conductors and Brakemen. 

Railroad Yardmasters of America. 

Railway Employees’ Department, AFL-CIO. 

Sheet Metal Workers’ International Association. 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 


Senator Monroney. Your fear, as you expressed it, is that all 
classes of mail would be eventually carried by air, Mr. Kief? 

Mr. Krer. It could be; yes, sir. 

Senator Monroney. Is it upon that fear which you base your op- 
position ? 

Mr. Kier. That is right. 

Senator Monroney. I do not wish to put words in your mouth; 
however, you are not too concerned with the diversion of the weight, 
as I understand your testimony. 

Now, the testimony to date shows that if the Postmaster General 
carried mail going 300 miles or beyond by air that would divert a 
maximum of 150,000 tons of first-class mail to air. In other words, 
according to the Post Office Department, there is a total of 560,573 
tons of first-class mail movement. The Postmaster General has been 
sending 25,000 tons a year by air on the first-class airlift. There is a 
movement now of 45,872 tons going by regular straight airmail. Un- 
der this proposal if all first-class mail going 300 miles or over 
were diverted to air, the toal would be in the nature of about 150,000 
tons. Compared to the total movement of all mail tonnage, which is 
in the neighborhood of 214 million tons, this would be about 4 per- 
cent. 

If that were the result of this act, do you think that would be fatal 
to the railroads? 
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Mr. Kier. I think it could be fatal. 

Senator Monroney. Four percent? 

Mr. Kzer. If that is the percentage, it would have an effect. 

Senator Monroney. So many trains have been discontinued that in 
many cases, to travel by surface, mail must take a circuitous route 
that this committee, or at least the chairman of this committee, is 
concerned about. We naturally want to move it in the most expedi- 
tious manner. The proposal has been made to give the Postmaster 
General the authority to move it in a more expeditious way, and he 
has testified that his desire is to move some first-class mail going over 
300 miles by air. Obviously there would be many routes where you 
have excellent surface transportation and ready schedules in which 
there would still be much movement by rail and this would be generally 
true within the 300-mile limit. There would be some places where it 
~~ be served by air, some places where it would be better served 
by rail. 

“My question is: Would this be such a great detriment to the railroads 
that it would be as fatal as your statement indicates it would be? 

Mr. Kier. The bill provides that the Postmaster General may use 
his considerable discretion. We say that with that authority given 
the Postmaster General and the pressure that could be applied, it could 
exceed that. 

Senator Monroney. Of course, there is a feeling on the part of many 
attorneys who have studied the postal laws, the present laws that have 
been in existence for many years, that the Postmaster General has 
always had the authority to move the mail by whichever means he 
finds most expeditious. Since it has been customary through the 
= to move a great portion of the mail on railroads, and that has 

een the best means of transportation, it has been moved in that 
way. Now, if after 5 years the Postmaster General has found that he 
can move first-class mail more expeditiously at approximately the 
same cost, due in part to the frequency of scheduling and the capacity 
of the aircraft, the committee is concerned with making use of this 
faster means. In order to definitely clarify the Postmaster General’s 
authority we are considering this legislation, fully realizing that per- 
haps he already has the authority to do what this bill gives him author- 
ity todo. I know of no law that compels him to use barge, bus, truck, 
rail, or air on the movement of general mail, and to limit this bill to 
only first class would be taking away authority that many people who 
have studied the question feel he now has. We wanted to make clear 
the congressional intent that we propose to move the mail in the 
fastest possible way and with particular reference to first class, to give 
him a definite authority to move mail by air under the conditions out- 
lined in the bill. 

My question was: Would you think the 4 percent, even if it should 
be 5 or 6, in the movement of first-class mail by air would be fatal 
to the railroads, as your statement would indicate ? 

Mr. Kier. It would be fatal to the railroad employees. 

Senator Monroney. Would you elaborate on that? 

Mr. Kter. It would cause a reduction of employees. 

Senator Monroney. Under all testimony received here the wit- 
nesses have indicated that in the immediate future second-class mail, 
which is magazines and newspapers, third-class mail, which is circular 
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mail, and fourth-class, which is parcel post, all of which comprise 
about 95 or 94 percent of the total tonnage, would continue to move 
largely by rail. Is this not a correct assessment ? 

Mr. Kier. I donot know if it would or not, sir. 

_ Senator Monroney. I can tell you that there is no airlift available 
in the foreseeable future that would be capable of the movement of 
this amount of mail. 

Mr. Kier. We understood the purpose of this bill was to give the 
authority. 

Senator Monroney. It does give the authority. 

ck ania That’s right. To the Postmaster Tenewil to use all kinds 
of mail. 

Senator Monroney. It does give that authority. There are many 
places where I am certain you would be a thousand percent in favor 
of the movement of all classes of mail by air, such as to Alaska, Ha- 
waii, or Puerto Rico, rather than a week’s run by steamship. Now, 
do you want us to prohibit the use of air of these other classes of 
mail ? 

Mr. Kier. We did not say anything about prohibiting the use of air 
for airmail. 

Senator Monroney. I am talking about classes other than airmail. 
I am sure you are favorable to airmail, that is, high priority airmail 
that goes at 7 cents. 

Mr. Krier. We are not opposed to the present airlift and that is 
other than airmail. 

Senator Monroney. This is an extension of the present airlift; it 
makes it general rather than on the experimental runs that have been 
going on for the past 5 years. 

Mr. Kier. I think this is a little over and above that. 

Senator Monroney. It is. It extends it. It is the same thing as 
the airlift which we have except this will extend it to a nationwide 
basis and will give the Postmaster General authority to go into it. 

Mr. Kier. The other was available space, and I think this is just 
somewhat different than available space. 

Senator Monroney. It gives the Postmaster General the right to 
contract for the movement of planeloads of mail. It also gives him 
the authority to use the space available, which according to the testi- 
mony he will use in most of the cases, there being available a consid- 
erable amount of space on the airlines. Each commercial plane today 
could carry 314 tons more on the space available basis. That doesn’t 
mean that every plane would be able to carry that. 

However, you would be against the bill no matter what changes 
would be made in the committee; you are suggesting no amendments? 

Mr. Kier. Yes; anything that would enlarge the handling of mail 
by air, other than the airmail. 

Senator Monroney. Senator Carlson. 

Senator Cartson. I haven’t any questions Mr. Kief, but I think 
you made a very fine statement. J am one member of this committee 
that can appreciate your problems. I live in a town of 7,000 people, 
and we are served by four railroads—the Burlington, the Santa Fe, 
the Missouri Pacific, and the Union Pacific. There was a time when 
each of these roads had passenger trains. It was a t thing to go 
down to the railroad station and meet the trains. They have all been 
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taken off now; all passenger trains have been removed on these four 

routes; they are all branch lines. We have one passenger train daily 

and for 3 years every effort has been made to remove it. We have op- 

posed that and we have that situation. I sympathize with you and 
our problems I assure you. 

Senator Monroney. Senator Jordan? _ 

Senator Jorpan. I do not have any questions. 

Senator Monroney. You mentioned the danger to surface trans- 
portation, and particularly that the railroads would be hurt; that 
you oppose anything that would change the current methods of mail 
distribution. Would you not say that the methods of mail distribution 
have already been rather drastically changed because of the taking 
off of passenger service on the railroads? 

Mr. Kier. In some places where the passenger trains have been 
removed, star routes and over-the-road routes have been established. 

Senator Monroney. That has been a diversion from the railroads 
also, has it not? 

Mr. Kier. Yes, sir. 

Senator Monroney. In other words, before the advent of good roads 
everything had to move by rail. Would you not say that there has 
been a tremendous diversion of mail from the railroads to other forms 


of surface transportation so that you have already lost a considerable 
amout of that? 


Mr. Kier. Yes, sir. 

Senator Monronry. That was done to expedite the mail. It was 
difficult to get it to points where service was taken off ; therefore, the 
Postmaster General thought it was necessary to use other means of 
transportation. Did you oppose that? 

Mr. Kier. No; we did not. 

Senator Monroney. You advocate surface transportation, even 
though it would be bus or truck, above air? 

Mr. Kier. We advocate rail surface. 

Senator Monroney. But you are well aware that much has already 
been diverted from rail to truck and bus because of the very reason 
that leads to the request for this bill by the Post Office and the Post- 
master General: That the loss of expeditious means by rail requires 


extension to air of that which has already been diverted from rail to 
bus or to truck ? 


Mr. Kiger. That is right. 

Senator Monroney. Do you have any figures on this? 

Mr. Ker. I have no figures, sir. 

Senator Monroney. Any further questions? 

Thank you, very much, Mr. Kief. We appreciate your statement 
and the opportunity to hear you. 

At a former meeting we requested the Assistant Postmaster Gen- 
eral for some further information in answer to testimony that we 
heard earlier. We will be happy to hear him at this time. 
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STATEMENT OF GEORGE M. MOORE, ACTING ASSISTANT POST- 
MASTER GENERAL FOR TRANSPORTATION, POST OFFICE DE- 
PARTMENT; ACCOMPANIED BY RALPH W. WHEELER, DEPUTY 
ASSISTANT POSTMASTER GENERAL, BUREAU OF TRANSPORTA- 
TION, POST OFFICE DEPARTMENT 


Mr. Moore. Mr. Chairman, members of the committee, I do not 
very often find myself on the opposite side of the fence from my good 
friends in the railroad brotherhood like Mr. Hartman Barber. [ 
would like to comment briefly on the matter that I think has been 
overemphasized before your committee. I refer particularly to the 
features relating to the revenue loss of the railroads in connection 
with the enactment of S. 2402. 

Yesterday, Mr. Brand testified that he envisioned the loss of $150 
million. I should like to point out, Mr. Chairman, that if this bill is 
enacted, consistent with the testimony of the Postmaster General and 
the other witnesses who have appeared before your committee from 
the Post Office Department, that the railroad industry will secure in 
revenues from the Post Office Department this year the largest amount 
in the history of the railroad industry and next year an even greater 
amount and the following year an even greater amount. 

Senator Monroney. Do you have a statement in dollars of that, 
Mr. Moore? 

Mr. Moore. Mr. Chairman, I base this upon the fact that in fiscal 
1959 we paid the railroads $335 million; that recently there was an 
increase provided for the western railroads amounting this year, from 
July 1, 1959, to July 1, 1960, to $7.2 million; that calculating the addi- 
tional revenue from the volume increase which the Appropriations 
Committee has estimated to be approximately 21% percent and offset- 
ting the loss of $11.4 million which we outlined in the letter that the 
chairman put in the record yesterday. The amount of revenues to 
the railroads will, as I have stated, be greater this year than in any 
time in history, and next year even greater. 

Senator Monroney. You compute that on the basis of the $335 mil- 
lion that was paid last year ? 

Mr. Moore. Yes, sir. 

Senator Monroney. You have a rate increase in the western rail- 
roads ? 

Mr. Moore. The last one was for the western railroads of $7.2 mil- 
lion. 

Senator Monroney. Then a 2-percent increase in the volume? 

Mr. Moore. In excess of 2-percent increase on the volume. 

Senator Monroney. Which would be around $7 million more? 

Mr. Moore. Actually, it is about $8.5 million. And deducting $11 
million from the total, the railroads find themselves in a better posi- 
tion next year. 

Senator Monroney. In other words, you have a $14.2 million in- 
crease and a potential loss of $11.4 million ? 

Mr. Moore. About $15.7 million increase, and a potential loss of 
$11.4 million, a difference of $4.3 million. 

Senator Monroney. This would be if you moved practically all 
first-class mail over distances of 300 miles or more by air? 
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Mr. Moore. Not all such mail. Again, Mr. Chairman, I refer to 
the letter of July 31 to you, sir, in which we outlined the possibili- 
ties within the near future of utilizing air transportation. We made 
estimates on the basis of what we could move, taking into considera- 
tion the facilities that we have today and those which we expect to 
have in the near future, and it amounts to about 53,000 tons of first- 
class mail that the Post Office Department can move by air and pro- 
vide substantial improvements in the service to the American people. 

We would not like the committee to have the impression that to- 
morrow morning we can move even this amount of mail by air. This 
service will have to be phased in to our operations, and I estimate that 
it would take 6 to 10 months to accommodate the 53,000 tons that we 
outlined in our letter of July 31. So I think that to overemphasize 
the effect that this would have upon the railroads would be indeed a 
disastrous error. 

Now the testimony this morning related to numbers of railroad 
employees. 

Senator Cartson. Before you leave that point on airmail, you 
moved 25,000 tons in 1958 by space-available airmail lift first class. 
That does not include the regular airmail, that 25,000 tons? 

Mr. Moore. Senator Carlson, that is the present airlift. 

Senator Cartson. You mentioned 53,000 tons. What is that? 

Mr. Moore. That is contained in our letter of July 31. Do you 
have a copy of that? 

Senator Cartson. Yes. The point I want to make is if you should 
go up to 53,000 tons, you would have to increase it by 28,000 tons? 

Mr. Moors. No; the 53,000 tons is in addition to the 25,000 already 
being moved on the airlift. 

Senator Cartson. In other words, you feel you can increase it by 
53,000 tons in 6 to 8 months ? 

Mr. Moore. Yes, sir; that is our estimate. 

Senator Cartson. Have you projected that further—into 18 
months or 30 months ? 

Mr. Moore. No, sir. With the present facilities of the Post Office 
Department, and those facilities which are provided for in the appro- 
priations which have been granted us this fecal year, it would be im- 
possible for us to extend it any further. 

Senator Cartson. In other words, if you use all the extensions that 
you can see at the present time, the maximum would be 53,000 tons? 

Mr. Moore. That is correct, Senator. 

Senator Cartson. Are you making plans to move 53,000 tons addi- 
tional within the next 6 to 8 months if the bill passes? 

Mr. Moore. [f this bill is enacted ; yes, sir. 

I did want to make one observation regarding the testimony of our 
good friends in the railroad brotherhood, and I would like to furnish 
the committee with information regarding the 11 railroads which 
would be affected by the movement of 53,000 tons of first-class mail by 
air. 

These are the railroads which would be affected: The Milwaukee, 
the Burlington, the Union Pacific, the Great Northern, the Southern 
Pacific, the B. & O., the New York Central, the Santa Fe, the Gulf, 
Mobile & Ohio, the Missouri Pacific and the Texas & Pacific. 
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Among those railroads we have estimated the following would be 
deleted from their movements: one storage car and two RPO’s on the 
Milwaukee; one storage car and one RPO on the Burlington; one stor- 
age and one RPO on the Union Pacific, the Great Northern, and the 
Southern Pacific—these are all for segments of their runs; one storage 
car on the B. &. O.; one storage and one RPO on the New York Cen- 
tral; one each on the Santa Fe; one each on the Gulf, Mobile & Ohio; 
one each on the Missouri Pacific; one each on the Texas & Pacific. 

Senator Monroney. This would be on a per scheduled passenger 
train movement ? 

Mr. Moorg. Yes, sir. If you would like to develop this I would like 
to have Mr. Wheeler develop it for you, our deputy assistant. 

Senator Monroney. I know it is going to be one of the important 
points in the passage of this legislation, and we have heard so much 
testimony on both sides that I think we should keep the record as clear 
as we can on this point. 

Mr. Wueeter. Mr. Chairman, generally these movements represent 
passenger train movements from which we will remove railway post 
office car distributing space and storage mail space. 

Senator Monroney. That makes a total of how many cars? 

Mr. Wueeter. It would be about 22 cars. These are not complete 
total runs; these are segments of runs. For example, between Chi- 
cago and San Francisco you would have three of the railroads and six 
of the cars cited by Mr. Moore involved in the movement of a single 
rain. 

Senator Monronry. So the 22 cars would not represent a total loss 
on the railroads mentioned. There are segments of the runs where 
they switch the cars to other trains? 

Mr. Wueeter. The train continues as a unit from one line to 
another. 

Senator Monroney. I wish you would supply for the record where 
these are through cars and just what the total loss would be, since 
it would be less than the 22 cars moving on all the passenger trains in 
the country as affected by this bill. 

Mr. Moore. We will supply that for the record, Mr. Chairman. 

(Responsive to the above request, the Post Office Department trans- 
mitted the following communication :) 

Post OFFICE DEPARTMENT, 
Washington, D.C., August 6, 1959. 
Hon. A. S. MIKE MoONRONEY, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR MoNRONEY: Prior to the close of the hearings on August 4, 1959, 
before the Subcommittee of the Senate Post Office and Civil Service Committee 
considering S. 2402, you requested that the Post Office Department furnish esti- 
mates of the amount of mail which each of the 11 railroads would lose under 
the proposed extension of the New York, Washington, Chicago airlift of first- 
class mail as outlined in the Department’s letter of July 31, 1959. 

As was stated in our July 31 letter, the loss of revenue by the 11 railroads in- 
volved would approximate $11,420,000 a year if the existing airlift from New 
York, Washington, and Chicago were extended to such points as Denver and 
Dallas, and to the west coast cities of Los Angeles, San Francisco, and Seattle 
in both east and west movements. This estimated loss of railway revenue was 
computed on the basis of the number of railway post office trips, and the total 
amount of railway storage mail space which would no longer be utilized. The 


loss attributed to storage space is computed on the basis of 60-foot car move- 
ments, although in some instances this mail is moving in more than one train. 





AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 171 


It must be emphasized that these estimates are based upon existing services 
and conditions. Changes may be required depending upon the conditions which 
prevail at the time the new service is placed in operation to improve delivery of 
first-class mail between the points involved. 

Under present operating conditions, the proposed extension would involve with- 
drawal of the equivalent of a total of six storage cars, and a total of six railway 
post offices cars operating between the following points, one round trip daily. 


Storage mail to be removed 
RPO cars to be removed (Equivalent of 60-foot car) 


From To From To 
New York Chicago New York Chicago 
Chicago Los Angeles Chicago Los Angeles 
Chicago San Francisco Chicago San Francisco 
Chicago Seattle Chicago Seattle 
Chicago Fort Worth Chicago Fort Worth 
Chicago Denver Washington Chicago 


Individual through car movements can involve more than one railroad. For 
example, the Chicago, San Francisco and Chicago, Fort Worth trains each move 
over three railroads. 

The changes proposed for the 11 railroads involved are as follows: 


New York Central Railroad: 
RPO car removed between New York and Chicago. 
Storage mail removed between New York and Chicago. 
Atchison, Topeka & Santa Fe Railway: 
RPO car removed between Chicago and Los Angeles. 
Storage mail removed between Chicago and Los Angeles. 
Chicago, Milwaukee, St. Paul & Pacific Railroad: 
RPO car removed: 
Between Chicago and Omaha (eastern segment of Chicago-San Fran- 
cisco run). 
Between Chicago and St. Paul (eastern segment of Chicago—Seattle 
run). 
Storage mail removed between Chicago and Omaha. 
Union Pacific Railroad: 
RPO car removed between Omaha and Ogden (middle segment of Chicago— 
San Francisco run). 
Storage mail removed between Omaha and Ogden. 
Southern Pacific Railroad: 
RPO car removed between Ogden and San Francisco (western segment of 
Chicago-San Francisco run). 
Storage mail removed between Ogden and San Francisco. 
Great Northern Railroad : 
RPO car removed between St. Paul and Seattle (western segment of Chi- 
cago-Seattle run). 
Storage mail removed between St. Paul and Seattle. 
Gulf, Mobile & Ohio Railroad : 
RPO car removed between Chicago and St. Louis (northern segment of 
Chicago-Fort Worth run). 
Storage mail removed between Chicago and St. Louis. 
Missouri Pacific Railroad: 
RPO car removed between St. Louis and Texarkana (middle segment of 
Chicago-Fort Worth run). 
Storage mail removed between St. Louis and Texarkana. 
Texas and Pacific Railroad: 
RPO car removed between Texarkana and Fort Worth (south segment of 
Chicago-Fort Worth run). 
Storage mail removed between Texarkana and Fort Worth. 


43893—59——12 
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Chicago Burlington & Quincy Railroad: 
RPO car removed between Chicago and Denver. 
Storage car removed between Chicago and St. Paul (eastern segment of 
Chicago-Seattle run). 
Baltimore & Ohio Railroad: 


Storage car removed between Washington and Chicago. 


I trust that this information will be of assistance to your committee. 
Sincerely yours, 
GerorcE M. Moore, 
Acting Assistant Postmaster General. 


Mr. Moore. On the basis of that deletion of these cars, I would be 
very much surprised, Mr. Chairman, if more than 200 employees of 
the railroads were affected. 


Senator Monroney. And you feel it would take fully a year before 
even that amount occurred ? 


Mr. Moore. Yes; and attrition would take care of most. of these 
positions. 

Mr. Chairman, on July 27 you wrote to the Post Office Department 
and asked for the views of the Department with respect to the testi- 
mony of Mr. Tipton, who appeared before your committee represent- 
ing the Air Transport Association. I have herea reply to that letter. 
Do you care to have it read into the record at this time ! 

Senator Monroney. Yes, sir; I think it would be helpful to us. 

Mr. Moore (reading) : 


Post OFFICE DEPARTMENT, 
Washington, D.C., August 3, 1959. 
Hon. A. 8S. Mike MoNRONEY, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MONRONEY: Reference is made to your letter of July 27, 1959, 
in which you ask for the comments of the Post Office Department regarding the 
statement presented by Mr. S. G. Tipton, president, Air Transport Association 
of America, at hearings on S. 2402 before your subcommittee. 

You referred particularly to Mr. Tipton’s view that the bill contains conflicts 
and inequities. His comments in this regard begin on page 6 of his prepared 
statement. 

First, Mr. Tipton suggests that the language of the bill places an unjusti- 
fiable limitation on the authority of the Postmaster General by restricting his 
use of air carriers to situations where he finds it to be in the public interest be- 
cause of the nature of the terrain, or the impracticability or inadequacy of sur- 
face transportation. While his suggestion as to the broader authority has con- 
siderable merit, the Department is of the opinion that the Congress may deem 
it more desirable to specify standards for the transportation of mail by air as 
provided for in the bill. 

Second, on page 8 of his prepared statement, Mr. Tipton states that there are 
“at least two major inconsistencies” in the bill. He refers first to the use of the 
term “authorized to transport mail’ when describing the air carriers which 
could be used, and suggests that this conflicts with provisions of the Federal 
Aviation Act requiring certificates of convenience and necessity. On the con- 
trary, there is no conflict. The language of the bill clearly provides that the 
only air carriers to be utilized are those authorized to transport mail under 
title IV of the Federal Aviation Act. The bill would limit the use of air car- 
rers to those who have been authorized by the Civil Aeronautics Board to trans- 
port mail, and only between the points specified in the authorization. . 

It should be emphasized that under the bill, the Federal Aviation Act will be 
the only governing law as to air carrier authorization, and the Civil Aeronautics 
Board the only agency making the determination. 

The other conflict, according to Mr. Tipton, relates to the establishment of 
rates to be paid air carriers. It is his view that with the proposed contract 
authority, “* * * duplication of effort and conflict between these two agencies 
(Post Office Department and Civil Aeronautics Board) will result * * *.” He 
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suggests that there be no change in the present law which does not permit air 
carriers and the Department to enter into contracts for the transportation of 
ail. 

on his testimony, Deputy Postmaster General Sessions stated, “If we are to 
solve the myriad of daily operating problems which we face—if we are to move 
mail expeditiously and without waste of the taxpayers’ money, at least a normal 
amount of discretion in the procurement of transport services is essential.” Mr. 
Sessions also pointed out that Congress has always recognized the importance 
of permitting the Postmaster General to procure transportation by contract. 
From the beginning of our postal service in 1789, Congress has authorized the 
Postmaster General to contract for highway, water, and railway transportation. 
There was no exception until 1988 when Congress enacted the first compre- 
hensive civil aeronautics law. Under this act mail payments were established, 
not as payment for mail service performed, but as the instrument for subsidy 
awarded by the Civil Aeronautics Board. Under this law, authority to contract 
would serve no purpose, for the Postmaster General was required to pay the 
rates prescribed by the Board on the basis of the air carriers’ financial need 
rather than for mail service performed. 

The situation has completely changed. Subsidies are no longer paid by the 
Post Office Department, but by the Civil Aeronautics Board. Mail payments, 
once the principal source of air carrier revenues, now amount to less than 3 
percent of their total revenues. Contract authority, which would be used 
sparingly, is essential for efficient and economical use of air transportation as 
proposed in 8. 2402. 

There is no longer any reason to deny the Postmaster General the same flexi- 
bility which he has had for many years in all other forms of transportation. 
We have found the contract authority not only essential to efficient railway 
transportation of mail, but of considerable advantage to the carriers as well. 
Since 1916, railway mail statutes have provided that rates shall be prescribed 
by the Interstate Commerce Commission. In addition, the Postmaster General 
has also been authorized to enter into contracts at rates which differ from those 
prescribed by the Commission. In our experience, no conflicts have arisen 
between these two agencies. 

Mr. Tipton states, with respect to railroad contract authority, that “The need 
for it has been very limited.” Mr. Tipton is misinformed. Actually, we have 
over 300 railroad mail operating and rate contracts which have contributed 
immeasurably to the joint effort of the railroads and the Post Office Department 
to provide a more efficient service under a variety of conditions. 

We ask, in this legislation, merely that contract authority be authorized so 
that the Post Office Department and the air carriers may be free to act promptly, 
when and where necessary, to arrange for different rates under differing condi- 
tions of service. 

Thank you for permitting the Post Office Department to comment on this 
matter. 

Sincerely yours, 
GEORGE M. Moore, 
Acting Assistant Postmaster General. 

Senator Monroney. Thank you very much, Mr. Moore. 

In other words, there will be an increasing need for special types 
of service. 

You heard the testimony yesterday of the railroad association, in 
which they pointed out that on the tests you have been making on the 
west coast that they found the delivery of first class by air did not 
hp more expeditious or save a great deal of time when measured 

y the off-route and the on-route points to which the mail was being 
sent. 

Mr. Moors. Mr. Chairman, may I address myself to that comment 
of Mr. Brand’s? 

Senator Monroney. Yes, sir. 

Mr. Moore. Admittedly, the airlift was an experiment. The test 
that the railroads conducted was in 1955. Since that time I think we 
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have certainly improved the operation there, and any defects which 
may have been reflected in the 1955 test have been eliminated. 

I might point out also that under this proposal we intend to examine 
these nrlifts again. We intend to operate under the provisions of §. 
2402, which would necessitate a reexamination of the airlift on the west 
coast and anywhere else, to be certain that the operations are within 
the purview of this legislation. 

Senator Monroney. Further, Mr. Moore, would it not be a fact that 
if you had permanent authority in augmenting the airlift you would 
be able to go out and put mail on the feeder lines ? 

Mr. Moore. Yes, sir. 

Senator Monroney. In other words, it seems to me the validity of 
their test runs would have been more acceptable had they figured the 
time savings at the points the airlift was designed toserve. They went 
off route. By balancing their test 50-50 betwer points served and not 
served they concluded it did not speed it up. 

With the authority you are planning to use today, you are interested 
in fanning the mail out to these points, to take advantage not only of 
the long haul to the key points, but also to see that the intrastate mail 
delivery is speeded up also by the availability of the use of feeder 
lines and other means. 

Mr. Moore. That’s correct, sir. 

Senator Monroney. In this contract matter, what I think the ATA, 
through Mr. Tipton’s testimony, has overlooked, is that it may be nec- 
essary to move this mail at night to far points of each State by feeder. 
Since there may be few passenger schedules of the feeder lines working 
at night you may want to contract for special runs or planeloads, even 
in small planes, for the movement of mail to these points where there 
is absolutely no rail service obtainable and even the surface transpor- 
tation by truck or bus would be very limited. 

Mr. Moors. That is correct, sir. 

Senator Monroney. So, this contract authority would enable you 
to tailor this service for the distribution of mail after it arrives 
at the key points, the same as it would for full planeloads between 
high density mail areas. 

Mr. Moore. That’s correct, sir. 

Senator Cartson. Just on that point, in order that I be sure that I 
understand this correctly. Presently and under this proposed bill, 
the Post Office Department can contract for the carrying of this mail 
only with those carriers that are certificated to carry mail by the CAB; 
is that correct ? 

Mr. Moore. That is the proposal in S. 2402; yes, sir. 

Senator Cartson. Assuming the Post Office Department has a 
contract to bring mail into Kansas City. I mentioned earlier that I 
live in a town where railroad service has been greatly reduced. We 
are getting most of the mail by truck. We have an airport. We are 
not on a certificated airline. Would that mean you could not contract 
with some airline from Kansas City to fly mail up to our point? 

Mr. Moore. We could under the provisions of this bill. If you do 
not have air service by a carrier authorized under the terms of this 
bill, we still have the right to contract under the air star route law, 
which S. 2402 amends, which would enable us to contract for the move- 
ment of that mail from Kansas City to a point not now served by 
certificated air carrier. 
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Senator Cartson. In other words, you would be authorized to enter 
into a contract with some private concern to carry mail to points that 
are not on regular routes, certificated air carriers, similar to the pro- 
grams that you are using on star mail routes only this would be by 
air? 

Mr. Moors. If the volume warranted it. I did want to clarify it, 
however, as is provided by statute today, namely the authority to 
contract for air service between points not served by certificated 
carriers. 

Senator Cartson. You can make contracts with independent car- 
riers ? 

Mr. Moore. Yes, sir, where there is no certificated service. 

Senator Monroney. I would like to introduce into the record some 
statistics that we worked up in connection with other matters. The 
list of carriers certificated by CAB to carry mail would include 45 


carriers, regular scheduled passenger airlines flying a total number 
of 1,785 aircraft; it will also include 6 scheduled cargo carriers with 
109 planes at the present time. I would like to include the list in the 
record at this point so that we may keep the public informed. 

(The statistics follow :) 


CARRIERS CERTIFICATED BY CAB 
Number of aircraft owned as of Mar. 30, 1959 


As scheduled carriers : As scheduled carriers—Continued 


Alaskan Airlines 

Alaska Coastal Airlines____ 
Allegheny Airlines 
American Airlines 

Bonanza Air Lines 

Brent Airways... ......... 
Capital Airlines 

Caribbean Atlantic Airlines_ 
Central Airlines 

Chicago Helicopter Airways. 
Continental Air Lines 
Cordova Airlines 

Delta Air Lines 

Eastern Air Lines. 

Ellis Air Lines 

Frontier Airlines 

Hawaiian Airlines 

Lake Central Airlines 

Los Angeles Airways 
Mackey Airlines 

Mohawk Airlines ____._.___ 
National Airlines 

New York Airways 

North Central Airlines 


Northwest Airlines 

Ozark Air Lines 

Pacifie Air Lines 

Pacific Northern Airlines___ 


Pacific Southwest Airlines__ 

Pan American Grace Air- 
WOGGi eed 

Pan American World Air- 
SE ae eee 

Piedmont Aviation 

Reeve Aleutian Airways____ 

Resort Airlines 

Southern Airways 

Trans Caribbean Airways_-_ 

Trans-Pacific Airlines. 

Trans-Texas Airways 

Trans World Airlines 

United Air Lines 


Western Air Lines_________ 
Wien Alaska Airlines 


Total of 45 carriers 


As scheduled cargo carriers: 


AAXICO 

Aerovias Sud Americana___ 

Flying Tiger Line 

Bid@le Airiines... 6025.5. 

Seaboard and Western Air- 
eek eis 

Slick Airways 


Total of 6 carriers 


Senator Cartson. The reason I brought up this matter: I didn’t 
want to get into a position where we would be writing legislation that 
would be so restrictive that we could not go out and get into the areas 
where there are not certificated carriers. 
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Senator Monroney. May I point out that of these 45 carriers, some 
14 are the so-called feeder-line carriers. Many of the towns which 
they now overfly because of lack of generation of passenger traffic 
might become eligible for both passenger and mail service if there is 
a sufficient mail movement which cannot be handled expeditiously by 
rail. I am sure the Senator is as familiar as I am with the discon- 
tinuance of local trains. That extinct service could perhaps be taken 
up by these feeder lines, thereby enlarging the feeder service at no 
additional subsidy cost. 

The fact of the matter is that if a sufficient volume of mail is put on 
these planes, this subsidy cost, which now amounts to some $45 million 
I think, to these feeder lines would be decreased and the mail could be 
moved at actually no net increase cost to the Government. 

Senator Cartson. I may make a comment on that, because I think 
a person understands these problems better when he applies it to his 
home. I know this to be a fact. In Salina, Kans., there is a daily 
newspaper called the Salina Journal which is circulated by air from 
Salina to at least 15 to 20 towns; it is circulated by a regular air 
evening service. 

Mr. Moore. Mr. Chairman, on this point, both of the points that 
you and Senator Carlson have made, I would like to point out that 
we have estimated that approximately 4,600,000 annual ton-miles 
would be flown on the local service lines throughout the country. I 
know I need not acquaint you with the particular lines in your par- 
ticular areas, but they all share, including the Southern and Pied- 
mont. Every local service air carrier is represented in this survey 
that we have made. 


Senator Monroney. And this would have little effect on diminish- 
ing railroad earnings? 

Mr. Moorr. This, Mr. Chairman, has no effect. Because it in- 
volves such a relatively small amount it would have virtually no 
effect. I oy one without qualifying it—no effect. 


Senator Monronry. Have you calculated that movement by lines? 

Mr. Moore. Yes, sir. It is a rather voluminous record, Mr. Chair- 
man. This is the size of it. 

Senator Monroney. I am afraid that is a little bit too large to be 

ut in the record. If it could be condensed or summarized, I am sure 

it would be helpful. 

Mr. Moore. We would be happy to summarize it. 

Senator Monronery. If you would condense it to two or three pages 
by carriers, we will make it a part of the record. 

(The following communication was subsequently received from the 
Post Office Department :) 


Post OFFICE DEPARTMENT, 
Washington, D.C., August 6, 1959. 
A. S. Mike MONRONEY, 
U.S. Senate, Washington, D.C. 


DeEAR SENATOR MONRONEY: Prior to the close of the hearings on August 
4, 1959, before the subcommittee of the Senate Post Office and Civil Service 
Committee considering S. 2402, you requested that the Post Office Department 
furnish estimates of the amount of mail which would be transported by each of 
the local service air carriers under the initial program of the Department should 
S. 2402 be enacted. 
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In our letter to you of July 31, 1959, it was estimated that a total of 4,600,000 
ton-miles of first-class mail would be flown annually on local service air car- 
riers. The amount estimated for each local service air carrier is set forth 
below. Annuat Annual 

ton-miles ton-miles 
239, 000 
431, 000 
40, 000 


Frontier Trans Texas 

Lake Central é West Coast 000 
Mohawk —_—__—_ 
North Central Total 4, 696, 000 


A number of factors are involved in developing the estimated ton-miles for 
each carrier. Among these are the length of route, the size of the cities served 
and the volume of mail generated, adequacy of existing surface transportation 
in the particular area, and the extent to which the air carrier is now engaged 
in transporting first-class mail under the present experimental airlift. 

It should. be emphasized that these are preliminary estimates for the near 
future based upon existing services and conditions. Changes may be required 
depending upon the conditions which prevail at the time the new service 
is placed in operation. 

I trust that this information will be of assistance to your committee. 

With best wishes, I am 

Sincerely yours, 


GEORGE M. Moors, 
Acting Assistant Postmaster General. 


Senator Monronry. Senator Jordan? 

Senator Jorpan. No questions. 

Senator Monroney. Senator Carlson ? 

Senator Carson. On the letter which you just read, at the bottom 


of page 2: 


In addition, the Postmaster General has also been authorized to enter into 
contracts at rates which differ from those prescribed by the Commission. In 
our experience, no conflicts have arisen between these two agencies. 

Do I understand from that that in case you do not accept the rates 
established by the CAB that you can enter into a contract with a 
carrier at a lower or different rate ? 

Mr. Moore. This had reference to the ICC and our railroad trans- 
portation. We were merely stating that we think we should have 
the same authority in connection with independent contracts with air 
carriers that we have now with respect to rail transportation where 
the ICC establishes the rates and, in addition, we may contract in- 
dependently for different rates and different conditions. 

Senator Carison. If we approve this bill, would you have that 
right with air? 

Mr. Moore. Yes, sir. 

Senator Cartson. The reason I bring that up, I have had some 
complaints on that point, that some of the carriers are opposed to 
that provision. 

Mr. Moore. I have tried to emphasize, Senator, that we intend to 
use this authority sparingly. It is not an attempt to harass an in- 
dustry or to permit cutthroat competition or in any way injure any 
carrier, but to try to provide efficient service at the lowest cost possi- 
ble to the taxpayer. 

Senator Monroney. Could you give us any idea at this time of what 
percentage of this movement of mail that you anticipate putting in 
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the air would be moved by contract rather than by common carriage 
rates { 

Mr. Moore. I have no way of estimating that, Mr. Chairman. 

Senator Monroney. Many of these things will not appear until you 
try to fill in the gaps of your schedules; is that correct ? 

Mr. Moore. That’s quite correct. 

Senator Monroney. The majority you intend to move by common 
carriage on a basis of rates established by the CAB? 

Mr. Moore. Yes, sir, the large majority under rates established by 
the CAB. q 

Senator Monroney. As I understand it, you would have no objec- 
tion to the right of review of a rate by the CAB, such contract rate, 
if it did not tend to disrupt the contractual authority but merely 
protect it against an uneconomic or destructive rate which would 
eventually lead to a diminishing or a worsening of air service? 

Mr. Moors. We have no objection to the CAB reviewing these mat- 
ters, as proposed in S. 2402. As a matter of fact, here is the way 
we envision this operation. We believe that at the beginning of any 
negotiation with an air carrier, where we contemplate an independent 
contract, that we will call the CAB into the negotiations at the very 
outset, and they will have full and complete access to all of our records, 
to all of our negotiations, and then advise the Post Office Department 
whether they feel that this is a proper contract. Now, the Postmaster 
General at that time must take this advice into consideration. He 
cannot under this legislation do anything but give the fullest con- 
sideration to such advice. 

Following 2 years of such contract rate, this legislation provides 
that the CAB has a veto power and can terminate such a contract. 

Senator Monroney. There is a procedure in use today under the 
Federal Aviation Act which allows for this fluid negotiation and 
which may meet the needs of the Postmaster General. I asked for 
information as to how this was effected of the Air Transport Asso- 
ciation, and I have a letter from Mr. Tipton this morning in reply to 
my request. 

Arm TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D.C., August 4, 1959. 

Hon. A. 8. Monroney, 


Senate Office Building, 
Washington, D.C. 


Dear Senator Monroney: This is in reply to your request for information 
concerning the manner in which airfreight tariffs are constructed, processed, 
changed, and become effective. 

Tariffs are established pursuant to machinery provided in the Federal Aviation 
Act of 1958, the language of which is, in this area, identical with the predecessor 
Civil Aeronautics Act of 1938. The normal method of setting a rate is for a 
carrier to work out a rate which will yield it a profit and which, in its opinion, 
will attract certain business, taking into consideration such various factors as 
size, weight direction, length of haul, and so forth. 

“When an airline desires to establish a special rate to attract a particular 
commodity or class of commodities, it may discuss with the prospective shipper 
or shippers a tariff level and tariff terms which will induce the shipper to use 
the airlines’ service for the movement of his freight. If they are able to reach 
agreement on a rate which, in the opinion of the shipper, will warrant his use 
of the airline to move his goods, and, in the opinion of the airline, will make it 
worthwhile for it to carry the goods, the airline will instruct the agent to file 
its tariff with the Civil Aeronautics Board, and notify other interested parties 
such as other airlines.” 
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In other words, this allows the negotiation with the shipper, and the establish- 
ment of a rate that would be attractive to the shipper. 

“The Board may do one of several things: 

“(a) It may do nothing, in which case the tariff will become effective on the 
effective date included on each page of the filing which is normally 30 days from 
the date of filing. If there is good reason to justify it, the carrier may file a 
short notice tariff which would become effective in a shorter time if the Board 
allowed it.” (This is not normally done by the carrier nor allowed by the 
Board except in certain situations. ) 

I would presume this would be for short-term contracts or for peak period 
contracts or for special types of service where the time element would be very 
important. 

“(b) The Board may, upon complaint or upon its own initiative, suspend the 
tariff (thus preventing it from going into effect), while the Board determines 
whether it is unlawful, unduly discriminatory or otherwise not in the public 
interest. 

“(c) The Board can dismiss all complaints and allow the tariff to go into 
effect as filed. 

“(d) The Board can reject it for failure to comply with CAB economic 
regulations.” 

Assuming the tariff had gone into effect, there is nothing which compels the 
prospective shipper to use it and nothing which prevents the airline from later 
canceling it, in which case the same procedure must be gone through and Board 
permission obtained as when a new tariff is to become effective. In other 
words, once a tariff has been allowed to become effective, it cannot be canceled 
without Board approval. Moreover, there is nothing to prevent another air- 
line from coming in and filing a tariff to match the first or even filing a lower 
one for the same class of freight. 

It is possible to incorporate into such a tariff various conditions or variations 
affecting volume, weight, length of haul and other conditions of services which 
would have an influence on price and attractiveness of the service. 

You asked how the tariff system would work if it were extended to the move- 
ment by air of various classes of mail, other than airmail and air parcel post. 
It would appear that the procedure for establishing rates for various classes of 
freight could be applied to the establishment of rates for the movement of 
various classes of mail. 

I hope this answers your question, and if we can furnish any further in- 
formation, please call on us. 

Yours very truly, 
S. G. Tieton, President. 


In other words, there is some machinery today available under the 
Federal Aviation Act which seems to approach at least the needs that 
the Postmaster General has expressed. 

I would like to furnish you with a copy of this letter and would 
welcome your reply even though the hearings will be closed. 

Senator Cartson. The chairman has just read this letter which is, 
of course, the first time I have heard it, too. 

The Board may do one of several things: (a) It may do nothing, 
(6) the Board may, upon complaint or upon its own initiative, sus- 
pend the tariff, (¢) the Board can dismiss all complaints and allow 
the tariff to go into effect as filed, (d) the Board can reject it for fail- 
ure to comply with CAB economic regulations. 

Do you feel the Department can operate with freedom under those 
requirements ? 

Mr. Moore. From the reading of that letter here, I would have 


thoteaile, I grant you. I would like, however, to analyze it 
thorough 


May I call the committee’s attention to the fact that we are not in 
the posture of the average shipper. We have an obligation—not only 
to operate within our appropriations—but an obligation to move the 
mail efficiently and economically. If inconsistent with these two re- 
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sponsibilities, this procedure should be avoided. We cannot be in a 
position of having the CAB upset a contract under which we have 
predicated our appropriations. It puts us in a very embarrassing 
position to find that we are caught in the middle of the fiscal year 
with the CAB changing the signals. That is exactly the reason that 
we felt we needed this authority, Mr. Chairman. We need it in order 
to make firm plans. 

Senator Cartson. Frankly, after hearing this letter this morning 
I think it limits or restricts your operations more than you have stated 
by responses to questions, and I think that ought to be checked a 
little bit. 

Senator Monroney. I am asking for his cormment. 

The only thing that I feel we must take cognizance of in consider- 
ing this procedure is that the rate cannot be allowed to go unchecked 
because of the requirements for air safety, the proper maintenance of 
planes, and the proper operation of planes. In the air particularly 
we have greater requirements for maintaining proper servicing of 
equipment and proper training of crews and proper operation of lines 
than we would have if it were truck or bus transportation. 

For that reason there is an element that enters in here that I think 
requires the cognizance of the CAB, an agency that is charged with 
some responsibility for air safety. ‘They must come into the picture 
in some way to establish what I have referred to as a peril point be- 
low which a rate could not be granted if we are to have safe, efficient, 
and effective operation of a contract carrier. That is what I think the 
committee must search for: some way of granting the Postmaster 
General the right to use section (e) with proper safeguards against 
uneconomic or destructive rate practices. 

Senator Cartson. The chairman well remembers that this commit- 
tee went through something somewhat similar during the hearings 
on the star route legislation. 

Senator Monroney. Yes, sir. This even transcends the star route 
legislation since air safety demands experienced crews and pilots, 
who will be flying into congested airports. We cannot tolerate less 
than efficient operation of planes on our airways. 

Mr. Moore. We will furnish that for the committee. 

(The following communication was subsequently received :) 

Post OFFICE DEPARTMENT, 
Washington, D.C., August 6, 1959. 
Hon. A. 8. MIKE MONRONEY, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MOnRONEY: During the hearings on S. 2402 you requested my 
comments with respect to the suggestion for application of airfreight tariff pro- 
cedures to the establishment of rates for the movement of various classes of 
mail, in lieu of the contract authority sought by the Postmaster General. 
This suggestion was the subject of a letter addressed to you by Mr. Stuart G. 
Tipton, president of the Air Transport Association, dated August 4, 1959. 

Due to the failure of the Air Transport Association to specify precisely what 
substantive standards and procedures applicable to the transportation of per- 
sons and property would be incorporated into proposed mail tariff procedures, 
and in the absence of a complete legislative plan setting forth the proposed 
system in detail, it is not possible intelligently to discuss all complications or 
objections which the Department might find. However, it appears that the pro- 
posal contemplates the establishment of an entirely new and supplementary 
scheme of mail rate regulation involving rules of ratemaking and standards of 
lawfulness which are essentially different from those previously applied, and 
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which would impair the Postmaster General’s present authority with respect to 
the transportation of U.S. mail by aircraft. 

The Department regards the proposal for establishment of rates for the trans- 
portation of mail by air through tariff procedures as unsatisfactory and basically 
inconsistent with traditional and established concepts under which service mail 
rates have been fixed in the past. It is believed that such procedures would 
deprive the Post Office Department of needed flexibility in arranging for the air 
transportation of any and all classes of mail in the interest of improved service 
to the public, as sought in S. 2402. 

Under the Federal Aviation Act of 1958, air carriers holding certificates 
authorizing the transportation of mail by aircraft are required to transport 
mail in accordance with the rules, regulations, and requirements promulgated 
by the Postmaster General (sec. 405 (a) and (d)). However, under tariff 
procedures applicable to the transportation of persons and property, the services 
to be performed are specified initially by the air carriers. Therefore, such tariff 
procedures would reverse the established relationship, and deprive the Depart- 
ment of essential control over the conditions under which mail is transported. 
The Postmaster General possesses this control in all other areas of transporta- 
tion, and it would be unwise and contrary to the public policy to delegate such 
control to individual air carriers. 

The procedures recommended by the Air Transport Association would confer 
upon individual carriers initially and in the final analysis upon the Board, au- 
thority to determine what rate levels should apply to the particular transporta- 
tion services needed by the Postmaster General. 

Based on past experience of the Department, it is considered extremely un- 
likely that rate questions generated under the proposal of the Air Transport 
Association could be resolved satisfactorily within the time required by existing 
suspension procedures, particularly in view of the probability that the services 
needed by the Department would embody conditions different from those which 
the carriers would be required to perform pursuant to subsection (d) under 
rates fixed by the Board. In the case of such special conditions, the Board 
would be required as a practical matter to make de novo determinations in each 
case of the fairness and reasonableness of the date, because of the unavailability 
of comparative standards of reasonableness obtained from rate prescriptions 
involving services required under subsection (d). 

Under present law the Board is authorized to prescribe the fair and reasonable 
rates for transportation of mail. It does not possess authority to fix maximum 
and minimum rates for mail transportation or rules, regulations, and practices, 
as. in the case of transportation of persons and property. Tariff publication pro- 
cedures and the accompanying suspension power vested in the Board with re- 
spect to such rates, regulations, and practices applicable to persons and prop- 
erty as prescribed in section 1002(g) of the act, would introduce cumbersome 
and unwieldy procedures which would unduly complicate the regulation of mail 
rates. These procedures would invite numerous rate controversies initiated by 
complaint of any air carrier, as well as by the Board, resulting in protracted 
rate hearings. Further, it is likely that the consequent delay in effectuating im- 
proved transportation arrangements would be substantially lengthened by in- 
corporating procedures for judicial review of orders of the Board. Such pro- 
cedures would be attended by a long period of uncertainty as to the level of the 
rate for the particular services desired by the Postmaster General, thus ren- 
dering impossible intelligent and prompt decisions regarding the use of air 
transportation for the several classes of mail. Suspension of a proposed rate 
could also have the effect of nullifying the ability of the Postmaster General to 
act promptly in effecting desired transportation arrangements because of the 
uncertainty as to the rates and conditions of service. It is also conceivable that, 
after prolonged administrative procedures were had, the Department would find 
the rate determined by the Board not compatible with the service provided, re- 
quiring a discontinuance of the service involved. 

Tariff suspension procedure cannot be reconciled with existing statutory pro- 
visions under which the Board determines fair and reasonable mail rates. 
Even if the same standard were applied by the Board in judging tariffs filed 
by air carriers, it would appear that any rate, even though it falls within a 
range of reasonableness, could not be sustained unless it meets the Board’s 
judgment as to the specific fair and reasonable rate to be charged. Any rate 
not meeting that test would be subject to suspension and subject to protracted 
hearings to determine the specific fair and reasonable rate to be charged. If 





182 AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 


the standards and rules of ratemaking applicable to persons and property are 
invoked, this would entail far-reaching changes in existing standards governing 
the determination of mail rates. 

The Department contemplates that the contract authority requested in S. 2402 
would be employed primarily in special situations not covered by the general 
service requirements promulgated by formal rules and regulations of the Post- 
master General. This objective could not be realized under the procedures 
suggested, and the Postmaster General would be deprived of the required flexi- 
bility in making important transportation arrangements when that course is 
impelled by the necessity for immediate corrective measures to provide adequate 
mail service to the public. 

The application of tariff and suspension procedures would not only prevent 
the Department from fulfilling its obligations to operate within its appropria- 
tions, but would adversely affect the discharge of its responsibilities to transport 
mail efficiently and economically. 

For the reasons mentioned, the Department is opposed to any consideration of 
tariff procedures in substitution for the contract authority as recommended in 
subsection (e) of S. 2402. 

Sincerely yours, 
GrorcE M. Moors, 
Acting Assistant Postmaster General. 


Senator Cartson. Mr. Chairman, I was absent the other day when 


Mr. Clayton Burwell, eo of the Independent Airlines Asso- 
ciation, testified. As I understand it, that association supports S. 


2402, but he questioned the language, stating that as it is written they 
would not qualify to carry mail under the act. Is that correct? 

Mr. Moore. The answer to that question, Senator, is that I do not 
believe they are authorized by the CAB under title IV of that act. 
That is my impression. Are they the supplemental carriers, Senator / 

Senator Cartson. They list themselves as independent carriers. 


Yes. 

Mr. Moore. I am sure the chairman and the committee is more 
authoritative on that score thanI am. We have tried to be consistent 
with what we believe the Congress intended in connection with certifi- 
cates of convenience and necessity in the right to carry mail. The 
CAB authorizes air carriers to transport mail under title IV of their 
enabling legislation. The Department felt that this was a limitation. 
We do not want to exclude anyone improperly, but the CAB, I believe, 
in its testimony agreed that that was proper limitation. 

Senator Monroney. Fifty-one airline carriers, including the all- 
cargo carriers, are certificated to carry the mail. The supplemental 
carriers have not been certificated to carry anything but persons and 
cargo and then with certain limitations. We are trying to avoid, and 
we feel we must avoid, amending the Federal Aviation Act in the 
Committee on Post Office and Civil Service because we do not have 
jurisdiction. In the bill the certification and the limiting of certifi- 
cates, as it has always been, is left to the CAB, which is I think quite 
proper. 

Do you have any further questions? 

Thank you, very much, Mr, Moore. You have certainly been help- 
ful to this committee in giving us all the information on very many 
complex items that we have needed. We appreciate very much the 
long months of attention that you have given to this maiter. 

Senator Carzson. I want to concur in the statement of the chair- 
man. 

Senator Monroney. The committee will stand adjourned and will 
consider the bill in executive session. 
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We will hold the record open for 2 days for the receipt of any addi- 
tional statements. We have asked for comment on this bill from the 
Federal Aviation Agency, the Administrator thereof, General Que- 
sada, and we will probably have his statement included in the record. 

If there are no further witnesses, the committee will stand ad- 
journed. : 
(Received subsequent to the close of the hearings, the following 
communications were ordered printed at this point in the record :) 


NaTIoNAL Councit on Business Mant, Inc., 
Chicago, Ill., August 4, 1959. 
Senator A. S. MoNRONEY, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR Monroney: S. 2402, a bill to clarify the authority of the Post- 
master General in the selection of and contracts with air carriers for the trans- 
portation of all classes of mail matter, is now being heard by your subcommittee. 

The National Council on Business Mail, an organization of approximately 
300 firms interested in all classes of mail matter, heartily endorses the purpose 
of S. 2402. It may be that certain technical provisions of this bill will require 
modification, but certainly the Postmaster General should have authority to 
select the carrier or carriers whose schedules and time in transit will afford 
the very best service possible without unreasonable increases in costs. 

Yours very truly, 
S. F. Kirsy, 
Baecutive Vice President. 


FAIRCHILD PUBLICATIONS, INC., 


New York, N.Y., July 27, 1959. 
Hon. A. S. MONRONEY, 


Chairman, Post Office and Civil Service Committee, 
U.S. Senate, Washington, D.C. 


Dear Mr. Monroney: All citizens who make frequent use of the mails must 
applaud the proposed bill, S. 2402, providing for air transportation of mail. 

As publishers of a group of business newspapers, we are heavy users of the 
mails in all categories. All of our business papers for example are distributed 
throughout the country and abroad by the mails. 

Some months ago, we and a group of other newspaper publishers proposed 
to the U.S. Post Office the establishment of an air category for second-class 
newspapers—the category now entitled to expedited treatment by virtue of 
perishability and urgency of the news they carry. One of the reasons cited 
for making this proposal was the deterioration of the mail train service with 
corresponding hardships being imposed on businessmen in particular who de- 
pend upon these media of communication for much of their market, economic, 
and business news. 

At the same time, the publishers with whom I spoke were also cognizant of 
the fact that the airlines offered a rapidly expanding capacity for handling 
bulk cargo and that by utilizing this space productively, publishers and the 
post office would be contributing toward the healthy growth of an important 
economic and military reserve for the country. 

I have already written to Postmaster General Arthur Summerfield expressing 
the hope that the expanded use of air transportation as proposed in S. 2402 


would make provision for the distribution of newspaper second-class mail by 
this means. 


Sincerely, 
HENRY Zwirner, Midwest Director. 
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NATIONAL ASSOCIATION OF Moror Bus OPERartors, 
Washington, D.C., August 5, 1959. 
Hon. A. 8S. MrKE MONRONEY, 
Chairman, Post Office Subcommittee of the Senate Post Office and Civil Service 
Committee, U.S. Senate, Washington, D.C. 


Dear SenATOR Monroney: The National Association of Motor Bus Operators 
is the national trade association of the intercity motorbus industry. It serves 
as spokesmen for over 1,000 motorbus operators providing passenger, pouch mail 
and express service to over 40,000 communities, many of which have no other 
public means of transportation. 

The bus industry has an important interest in S. 2402, now under consider- 
ation by the Post Office Subcommittee of the Senate Post Office and Civil Service 
Committee. This bill, as you know, would authorize the Postmaster General 
to transport by air any class of mail where surface means of transportation are 
impracticable or inadequate. The authority which the Post Office Department 
would acquire under this legislation permits a major departure from the trans- 
portation arrangements heretofore followed by the Department. 

NAMBO was recently advised by the Post Office Department that no major 
changes in postal transportation would be made until the overall study of 
transportation being conducted by the Department has been completed. We 
therefore were surprised to learn of the Department’s efforts to obtain passage 
of S. 2402 prior to completion of the study. 

In our view, this bill constitutes such an important step and has such an 
impact on all postal service that it should be considered only in the light of 
the total postal transportation situation. NAMBO has long urged the enact- 
ment of legislation which would enable the Department to make full use of high- 
way transportation, including bus service. To this end, our representatives 
have had numerous conferences with Post Office Department officials, and have 
been assured by these officials of the need for our further participation in the 
transportation of mail. We feel strongly that Post Office Department use of 
highway transportation should be reviewed along with S. 2402 in order to assure 
a balanced view of Department needs. 

The bus industry recognizes the value of authority for the Department which 
would give it freedom to select the most desirable form of transportation from 
among the several modes. S. 2402, however, does not provide this freedom be- 
cause it does not take into account highway transportation services. It is re- 
spectfully requested that your subcommittee include highway transportation in 
any legislation approved on the basis of 8S. 2402. 

Very truly yours, 
A. W. KoEHLEr, Secretary-Manager. 


SEABOARD & WESTERN AIRLINES, INC., 
New York, N.Y., August 5, 1959. 
Hon. A. §. Mrkr Monroney, 
Chairman, Post Office Subcommittee, 
U.S. Senate, Washington. 


Dear SENATOR Monroney: I enclose a statement for submission in the record 
for the hearings on S. 2402. 

We deeply appreciate this opportunity to present our views and we, as a part 
of the airline industry, greatly appreciate your efforts to secure better legisla- 
tion for the entire industry. 


With kindest regards, I am, 
Very truly yours, 
JOHN H. MAHONEY, Vice President. 


STATEMENT OF JOHN H. MAHONEY, VICE PRESIDENT, SEABOARD & WESTERN 
AIRLINES, INC. 


My name is John H. Mahoney. I am a vice president of Seaboard & Western 
Airlines, Inc. I appreciate very much the opportunity that has been accorded 
me to appear before this committee to give you our views with respect to Senate 
bill 2402. 

Seaboard & Western Airlines, Inc., carries cargo and mail between the United 
States and points in Europe. The objectives which the Postmaster General be- 
lieves would be achieved by enactment of S. 2402 would benefit Seaboard & 
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Western Airlines as well as other U.S. flag carriers engaging in foreign air 
transportation. We favor these objectives, i-e., maximum use by the Postmaster 
General of authorized scheduled air carriers for the more expeditious, efficient 
and economical transportation of all types of mail. 

The reference in paragraph (c) to “the terrain or the impracticability or in- 
adequacy of surface transportation” would detract from these objectives by plac- 
ing an artificial limitation upon the Postmaster General’s right to avail himself 
of the transportation best suited to the needs of his Department. Seaboard 
would oppose any such restraint upon his freedom of action. Otherwise, Sea- 
board & Western supports paragraphs (c) and (d) of the bill under which mail 
certificated air carriers would be required to carry for the Postmaster General 
all classes of mail at rates fixed by the Civil Aeronautics Board in accordance 
with the provisions of the Federal Aviation Act of 1958. 

It is Seaboard’s understanding that under paragraph (e) of this bill, the 
Postmaster General may enter into contracts with any mail certificated air car- 
rier for transportation of all classes of mail, except airmail and air parcel post, 
over its mail certificated route at such rates as may be agreed upon between the 
Postmaster General and such air carrier. There is a provision that advertising 
for bids is not required if mail service can be procured from any carrier law- 
fully operating in the territory where such services are to be performed. This 
language, transferred bodily from an earlier statute, would appear to be mean- 
ingless in the proposed bill. The Postmaster General is authorized by the para- 
graph to contract with mail certificated arriers for service over their mail cer- 
tificated routes. Thus, in every instance in which the Postmaster General is 
authorized to contract, there must be “an air carrier lawfully operating in the 
territory * * *”, 

Straight price competition between carriers, whether air or surface, and 
whether such competition be effected through formal advertising and bid pro- 
cedures or otherwise, has historically in every instance, proved disastrous from 
the standpoint of the economic stability of the transportation induStry involved. 
Such price competition between carriers, for cargo or passengers, is contrary to 
the national transportation policy and sound transportation economics. Mail 
is merely one type of cargo, a commodity which is shipped by a single large cus- 
tomer. All cargo should move at rates which are fair and reasonable in the 
sense that each commodity must contribute its proper share to operating costs. 
There would appear to be no sound reason why all mail rate determination 
should not continue to be vested in the Civil Aeronautics Board. If there are 
factors justifying lower rates for mail other than airmail and air parcel post, 
the elements to be considered in fixing such rates might differ from those enter- 
ing into the Board’s determination of rates for airmail. But bidding or other 
straight price competition is not the answer. 

A possible alternative to the proposed paragraph would require that any 
contract entered into between the Postmaster General and any carrier, be filed 
with the Board for its approval, with perhaps a proviso that the contract would 
be disapproved if the rate were so low as not to cover costs of the service, 
determination to be made on the basis of a reasonable cost allocation formula to 
be established by the Board. All mail certificated carriers operating over the 
segments covered by any such contract should be permitted to participate in the 
carriage of mail which is the subject of the contract. The rate agreed to in any 
such contract approved by the Civil Aeronautics Board would thus become 
the applicable rate to be paid to all carriers authorized to transport mail over 
the route involved. 

It would appear that every objective of the Postmaster General, consistent 


with the economic health of the air carriers, could be achieved under some such 
provision. 


(Whereupon, at 11:45 a.m., the hearing was adjourned.) 








APPENDIX 


CIVIL AERONAUTICS BOARD 
Service Mar Pay AND SuBSIDY FoR U.S. CERTIFICATED AIR CARRIERS, OCTOBER 1958 


This report is the eighth in the annual series identifying the service mail pay 
and subsidy for the U.S. certificated air carriers. Part I of this report contains 
revisions of the prior estimates issued in October 1957 for each of the fiscal 
years 1951-59, as well as initial estimates for the fiscal year 1960. Part II 
deals with the long-range trend in subsidy for the future. 


PART I 


Summary for period through fiscal year 1960 


The total subsidy accrual for air carrier oprations during the fiscal year 
1960 is estimated at $61,786,000. This is $10,455,000 in excess of the revised 
estimate of $51,331,000 for fiscal year 1959. (See table No. 1.) 

The local service carriers will receive the major portion of the increase. The 
Congress has indicated clearly its desire to foster and develop modern and 
efficient air transportation for the smaller communities which these carriers 
serve. The Board’s program, part of which has been implemented, has been 
designed to carry out the congressional mandate and to derive the maximum 
benefit from each subsidy dollar. The Board’s objectives include reexamination 
of the carriers’ routes, aid in reequipment problems, and the development of 
incentives and procedures designed to produce an increasingly more economic 
and efficient air transport system. 

All domestic trunkline operations are expected to be subsidy free in fiscal 
year 1960, as detailed in appendix No. 1. The Hawaiian carriers became sub- 
sidy free during fiscal year 1957. However, a sugar strike in the islands made 
it necessary for these two carriers to petition for financial assistance during 
fiscal years 1958 and 1959. The estimates anticipate that these carriers will 
again be self-sufficient by fiscal year 1960. In addition, it is estimated that 
all U.S. carriers operating internationally will be subsidy free in fiscal year 
1960 with the exception of the Latin American operations of one carrier. 

The major portion of the subsidy estimated for fiscal year 1960 is required 
for (1) the local service carriers, (2) the helicopter operators, and (3) the 
carriers providing service to and within Alaska, as summarized below: 

Local service carriers.—The subsidy estimated for the local service carriers 
constitutes over 75 percent of the total subsidy requirement for fiscal year 
1960. This estimate does not reflect the impact of route awards which may 
be made in cases now being processed by the Board nor does it reflect the 
effect on subsidy of the reequipment plans of various carriers which, at this 
point, have not yet been announced. 7 

In the October 1957 report the Board pointed out that the subsidy then 
estimated for fiscal year 1959 for this group of carriers might be increased 
by as much as $6 million as related to the above factors. At that time the 
Board’s objectives for improving service to the public and increasing local 
carriers’ productivity included (1) a program for reexamination and modi- 
fication of route structures where appropriate and (2) sponsoring legislation, 
later enacted, which would aid in financing more modern equipment with 
Government-guaranteed loans. In addition, the Board also noted that it was 
undertaking to develop revised mail rate machinery being designed to provide 
added incentives to management to maximize revenues and minimize costs. 

The current estimates reflect the progress that has been made toward the 
attainment of these objectives. Accordingly, these estimates for the individual 
carriers are intended to reflect (1) all route awards embodied in formal de- 
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cisions or announcements by the Board, including adjustments to operating 
authority, (2) plans the carriers have made in reequipping with more modern 
and efficient aircraft, and (3) the cost effect of thes new services and equip- 
ment. The validity of these estimates depends to a large degree on the time 
the new aircraft are acquired and put into service and when the routes awarded 
will be activated. 

The Board’s continuing program for providing improved service to the smaller 
communities and expanding these services to communities which have never 
had air service has moved forward in a satisfactory manner until at the pres- 
ent time approximately 400 such communities are being served by the local 
service carriers. ; 

Although it is anticipated that new equipment and expanded route systems 
will tend to increase the subsidy requirement in the years immediately ahead, 
they should, after a period of integration, make a substantial contribution 
toward reversal of this trend. So far as fiscal 1960 is concerned, as noted 
above, the subsidy estimated for each carrier does not purport to reflect the 
impact of possible route changes involved in pending proceedings nor the 
acquisition of additional newer type equipment beyond that currently planned 
to be ordered. It is estimated that for the local carriers as a group such 
factors will result in an added subsidy requirement of approximately $4,500,000 
for fiscal year 1960. This amount is not reflected in the succeeding tables and 
appendixes because it is not possible to particularize the portion of the $4,500,- 
000 to be assigned to individual carriers. This amount should be added to 
the $44,458,000 identified for the various local carriers, resulting in an estimated 
total subsidy figure of $48,958,000 for the local carriers for fiscal 1960 and a 
resulting total of $61,786,000 for the industry. 

Helicopter operators.—The subsidy for the three helicopters operators is esti- 
mated to be $4,873,000 for fiscal year 1960. The approximate 10-percent increase 
in the estimated results from the substitution of passenger equipment for prior 
nonpassenger aircraft and the integration of later models of passenger-carrying 
helicopters. 

Alaskan carriers.—The subsidy requirement for the Alaskan carriers for fiscal 
year 1960 is estimated to be $7,128,000, a substantial increase over prior years. 
In the past these carriers’ operations performed for the military have contributed 
to a marked degree toward the reduced need for subsidy support. However, the 
amount of military charter contracts with the scheduled carriers has declined 
considerably. As a result of this factor, as well as cost increases, the carriers’ 
subsidy requirements have increased substantially. 

In pending proceedings the Board is reexamining the route structures of both 
States-Alaska and intra-Alaska carriers with a view toward improving service 
to the public in this area and reducing subsidy support. 


Service mail payments 


The data concerning service mail payments and the volume of mail transported 
are as provided by the Post Office Department. 

The carriers have continued to improve service to the public and make expanded 
mail services available to the Post Office Department. At the same time the unit 
price paid to the carriers for the movement of mail by the Department has de 
clined. The Department’s experimental program for transportation of non- 
priority mail has been continued, consistent with services rendered during the 
prior year. 


Bases of report 


The basic techniques in determining the various amounts for all fiscal years are 
those utilized in the reports for 1954-57. Consistent with these reports the data 
as regards such payments are presented on an accrual basis and do not necessarily 
correspond with the cash disbursements for each fiscal year. 

In accordance with established practice this report reflects (1) such changes as 
have resulted from mail rate orders of the Board issued since the preparation of 
the October 1957 report, (2) the passenger fare increase effective February 10, 
1958, and (3) the most recent traffic, operating, and financial data for all carriers. 
The totals for the years 1951-58 are not final since there are some carriers for 
which final rates are not yet completed for such periods; but in all cases where 
rates have been concluded the resulting payments are shown. The data for the 
fiscal years 1959 and 1960 are, of course, estimated. The carrier group and 
industry totals for the years 1951-53 are shown in tables No. 1 and No. 2, but the 
earrier detail is omitted since the data are the same as in the prior report. 
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The estimated service mail pay and subsidy accruing for the fiscal years 1959 
and 1960 are based on the following assumptions, and changes in any of these 
factors could, of course, affect the estimates : 

(1) The continuation of the current level of economic activity ; 

(2) The route and fare structures of the various carriers as constituted on 
October 1, 1958, in accordance with decisions in effect or announced as of 
that date; 

(3) Projected cost levels ; 

(4) The mail rates embodied in orders of the Board issued since the 
preparation of the previous report ; and 

(5) The etimates of mail volume as provided by the Post Office Department. 


Determination of subsidy 

Since the Board is required to determine subsidy and to fix rates for the service 
of transporting mail (i.e., service mail pay) only in formal proceedings after 
notice and hearing, the estimates in this report, as in all prior reports, are made 
solely for administrative purposes and do not, of course, represent a Board deter- 
mination of issues pending in any current proceeding. For the information of 
the publie at large, however, there are summarized below the general principles 
applicable to the formal determination of subsidy and service mail pay. 

Section 406 of the Civil Aeronautics Act authorizes the Board to fix mail 
rates to further and promote the development of air transportation to the 
extent and of the quality required for the commerce of the United States, the 
Postal Transportation Service, and the national defense. Payments for the 
service of transporting the mail are made by the Post Office Department at 
rates established by the Board, such rates being termed “service mail rates.” 
To the extent that various carriers meet the standards for subsidy set out in 
the act, the amount thereof is determined and paid by the Board. The rate 
for each carrier is determined pursuant to the act only after notice and 
opportunity for hearing and is subject to judicial review. Many mail rate 
cases are processed by the conference procedure with representatives of the 
carriers, the Post Office Department, and the Board, although at any given 
time cases of varying importance are being tried formally before the Board and 
its hearing examiners. The conference procedure, which is detailed in the 
Board’s published rules of practice, has proven to be an economical and efficient 
method of narrowing areas of conflict and expediting the necessary Board 
determinations. Whether the informal conference procedure or the formal 
hearing procedure is utilized, no mail rate is finalized without opportunity 
for objection by interested parties, including the Postmaster General, and 
the observance of all statutory procedural and substantive requirements. 

Once a carrier has been certificated for carriage of mail, provision of mail 
pay, including subsidy in those situations where the carrier demonstrates a 
statutory need for subsidy, is made mandatory by the act for the duration of 
the carrier’s operations under its certificate. The policy of the Board has 
been to establish a subsidy rate, where required, in an amount sufficient 
to cover the carrier’s operating loss incurred under honest, economical, and 
efficient management and provide it an opportunity to earn a fair return (after 
taxes) on the investment used and useful in the carrier’s air transportation 
services, 

Neither the act nor the Board guarantees that each carrier will earn a profit 
at the above levels, but the rates are established so as to provide reasonable 
opportunity to do so under conditions of honest, economical, and efficient 
management. In other words, as construed by the Supreme Court, the statute 
embodies a public utility rate regulatory pattern under which losses incurred 
by carriers in past years while on closed rates cannot be made up with subsidy 
in fixing future rates, and at the same time, profits—if any—exceeding that 
forecast at the time the rate was established, and normally due to improved 
managerial efficiency, cannot be recaptured by the Government. However, the 
Board has the power under the act to reopen rates prospectively on its own 
initiative. Pursuant to this power, the Board maintains a continuing review 
of all established mail rates and has reopened numerous rates, including those 
of self-sufficient as well as subsidy carriers. In this manner, the Government 
ultimately reaps the benefit through decreased mail payments of the economies 
effected by the carriers, economies which management has maximum incentive to 
develop because while operating under a closed rate the carrier bears the risk 
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of losses but at the same time has the benefit of bettered earnings resulting 
from improvements in operations. 

The total of the subsidy in any given case depends upon the volume of service 
and extent to which the revenues of the carrier from all commercial sources 
(including the service mail payments from the Postmaster General) fail to meet 
its prudently incurred costs. In establishing mail rates since 1938, the Board 
has developed ratemaking principles of general applicability to implement the 
mandate of section 406(b) of the act that only those losses which are incurred 
under “honest, economical, and efficient management” shall be underwritten with 
subsidy. Therefore, the basic determinations in mail rate cases involve: (1) 
reasonableness of capacity operated ; (2) reasonableness of costs; (3) the proper 
investment base to be recognized for rate purposes and the related fair return; 
and (4) the amount of revenue to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules operated by a 
certificated air carrier, it can and does refuse to provide subsidy for schedules 
instituted by management which, from a business standpoint, do not appear to 
earry any hope of being profitable or are otherwise not justified. The Board 
has, in many instances, decreased the subsidy which would otherwise be required 
by refusing to underwrite nonproductive operations over various segments of a 
earrier’s routes. 

One important technique employed in determining the reasonableness of costs 
is comparison of the expenses of any given carrier with those of like carriers. 
Where one carrier’s costs exceed those of comparable carriers, the excess will 
not be recognized by the Board unless there may be circumstances which clearly 
justify doing so. Apart from costs not allowed as the result of application of 
the comparative technique, various other expenses are not allowed based upon 
differing considerations. For example, it is the firm rule of the Board that 
expenses in the nature of charitable contributions, costs of entertainment, or 
excessive salaries will not be underwritten with subsidy. 

In determining the recognizable amount of revenues, all sources thereof are 
scrutinized. In the case of profits earned by the carriers for services performed 
in military airlift operations, for example, the amount of such profit has been 
accounted for in determining the subsidy required by such carriers and the 
subsidy correspondingly decreased. Net revenues from other types of transac- 
tions, such as charters, are similarly deducted in determining a carrier’s subsidy 
requirement. 

The procedures of the Board provide for a continuous review, on as extensive 
a basis as its resources will permit, of the overall situation with respect to the 
subsidized carriers. Their operations are reviewed to determine whether par- 
ticular services have become so costly as to require elimination completely or 
whether the carrier’s route structure should be modified in such manner as to 
decrease its dependence upon the Government for subsidy. 

It is also the Board’s policy to maintain a continuing review of the financial 
results of each carrier operating under a final mail rate, so as to permit reduction 
of the rate itself where a decreasing subsidy requirement is indicated. This 
continuing review is not confined to the subsidized carriers, but extends also to 
carriers on subsidy-fee rates. 

PART IT 


Long-range subsidy trends 


Purpose of subsidy.—Provision for payment of subsidy by the Board to air 
carriers is made in section 406 of the act. Subsidy for the various air carriers 
assists in achieving national policy objectives set out by the Congress. In time 
of war it assures a reservoir of trained pilots, airline personnel, and modern 
aircraft. Asa result of having been strengthened through subsidy support, the 
industry is ready at any time to provide such personnel and equipment. Apart 
from national defense considerations it has been and will continue to be one of 
the most effective means of advancing the commerce of the United States. Al- 
though the carriers receive the subsidy, it is, in effect, the smaller communities 
that are the direct beneficiaries thereof through the operations of the relatively 
smaller carriers, such as the local service carriers. Congress has chosen to 
develop modern and efficient air transportation for these communities by subsidy 
under section 406 of the Civil Aeronautics Act. The purpose of this part of this 
report is to indicate the long-range subsidy prospects for such carriers in carrying 
out the congressional mandate and to describe the current program of the Board 
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which has been designed to get the maximum benefit from each subsidy dollar. 

Current level and future trend of subsidy.—The table below shows the estimated 
subsidy for the local service carriers as a group and for the entire industry for 
each of the years 1946 through 1960. 


ee 


Local Industry Local Industry 
Fiscal years service subsidy Fiscal years service subsily 
industry (thousands) industry (thousands) 
(thousands) | (thousands) 





$1, 081 $19, 738 | 1954 $64, 309 
3,674 40,340 || 1955__- 7 44,714 
9, 411 62, 493 . 6: 7 
12, 396 75, 732 

15, 048 83, 512 

17,310 69, 649 

18, 990 63, 536 

21, 850 66, 691 


1 Includes $4,500,000, not identified by carrier, referred to in part I. 


In order to better understand the reasons for the current level of subsidy and 
what the future trends may be, it is necessary to break oui these totals by 
carrier groups. 

In fiscal 1951 the domestic trunkline carriers required approximately $17 
million of subsidy, and the subsidy bill for the local service carriers was approxi- 
mately the same. The balance of the subsidy was accounted for by the three 
international areas, Latin American, transatlantic, and transpacific—each 
requiring about $10 million. 

The situation has changed markedly since 1951. Of the $61,786,000 subsidy 
estimated for 1960, over three-fourths, or $48,958,000, is accounted for by the 
local service carriers serving within the continental United States. The remain- 
ing $12 million is attributable to the heiicopter operators ($5 million) and the 
Alaskan carriers ($7 million). Operations in all other areas are estimated to 
be subsidy free. This includes all domestic trunkline carriers and all U.S. 
international carriers with one minor exception. 

Assuming a continuing high level of economic activity, and that the contem- 
plated introduction of substantial numbers of jet aircraft in commercial opera- 
tions will be profitable, as a long-term proposition it does not appear that the 
domestic trunkline carriers or the United States international operators should 
require subsidy. Accordingly, the following discussion of subsidy trends is 
concerned with, first, the local service carriers, which account for 79 percent of 
the subsidy, and then the prospects for the helicopter operators and the Alaskan 
carriers. 

Local service carriers.—In August 1945 the first local carrier initiated opera- 
tions on an experimental basis. By the mid 1950’s local service operations had 
expanded to the point where almost every State in the United States was served 
ona daily basis. For example, in calendar 1955 local service carriers operated 
50,919,000 plane-miles in scheduled service and carried 2,897,000 passengers for a 
total of 523,298,000 revenue passenger-miles. On the basis of data such as these, 
the Congress in 1955 legislated this experiment into permanency. During that 
year the certificates of public convenience and necessity for these carriers, which 
automatically make them eligible for subsidy under section 406 of the act, were 
made permanent as the result of action by the Congress. Since permanent certi- 
fication, the local carriers have expanded further, flying during calendar 1957, 
for example, 67,302,000 plane-miles, with 3,956,000 passengers, or 747,285,000 
revenue passenger-miles, in scheduled service. 

The nature of local service operations is such that it is inappropriate to pre- 
dict that the 13 local carriers as a group will become self-sufficient during the 
foreseeable future. At best, it is believed that as the result of the many variable 
factors hereinafter discussed, the subsidy bill for local service will increase for 
several years, but that then the trend may reverse. 

The majority of the 13 local carriers operate DC-3’s exclusively. Three oper- 
ate both the DC-—3 and either Convair or Martin 2-engine equipment. One car- 
rier has recently inaugurated service with the Fairchild F-27. Several addi- 
tional carriers are obtaining F-27 aircraft to be placed in operation during 
1958-59. The economics of a DC-3 operation imske it evident that a step in 
the right direction is the reequipping with more modern and efficient aircraft 
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when the public will use the added capacity of the larger aircraft. Today it 
costs the typical local service carrier from $1.10 to approximately $1.25 a mile 
to operate the DC-38. At current fare levels, the carriers would have to have 
an average of over 18 persons on board in order to operate without subsidy, 
whereas during the calendar year 1957 the average number of passengers on 
board local carrier flights was 11. This situation stems largely from the facts 
that (a) the transportation services of the local service carriers are short haul, 
which are relatively expensive to perform, and (6) most of the routes involved 
do not generate a large enough volume of traffic to enable high-load factors to 
become reasonably attainable. 

Accordingly, the subsidy trend for the local carriers cannot be reversed unless 
it is possible to decrease costs and to increase traffic and load factors perceptibly. 
The Board has a long-standing policy of permitting these carriers to experiment 
freely with commercial rates in order to seek an optimum fare level. Ability 
to reduce subsidy by increasing local service fares is, of course, restricted by 
the deterrent effect which such increases may have on traffic. 

There is nothing in the immediate future to suggest that the unit costs for 
these operations will not continue to rise modestly as they have done during 
the current inflationary spiral. Although traffic can be expected to increase, 
the current increase has been due in large part to the addition of new or expanded 
routes and to a lesser degree to the increase in the average number of passengers 
aboard the plane. Such expansion results directly in an increase in subsidy. 
For example, in one case alone (the seven States area case), on which the Board 
has recently announced decision, the subsidy cost of the new Services there 
involved is approximately $5,700,000 per year, or 12 percent of the total local 
service subsidy estimated for 1960. 

While it is true that the withdrawal from service of routes with low traffic 
potential would produce savings in subsidy, the number of routes which would 
have to be withdrawn to make these carriers even begin to approach self-suffi- 
ciency would be substantial, and a withdrawal on such scale would so curtail 
Iocal service as to render such service no more than an empty gesture. These 
routes are permanently certificated by the Congress, so that the Board has a 
mandate from the Congress to provide subsidy for adequate, and not token, 
service over these routes. 

This intention of the Congress that service, and accordingly subsidy, should 
be provided for the smaller communities has been attested to by formal action 
additional to legislation. Thus, for example, in the formal route proceedings 
various Members of the Congress have made appearances and urged the certifi- 
cation and provision of services to the smaller communities. Moreover, the 
Appropriations Committees of the Congress have not only acted favorably on 
the Board’s request for subsidy appropriations for the services to the smaller 
communities, but they have manifested an express intent that such services be 
provided. 

Accordingly, and specifically in light of the number of route proceedings pend- 
ing before the Board, at least a cautious and probably a pessimistic view should 
be taken as to the possibility that these carriers as a group will achieve a subsidy- 
free status over the next decade. It is believed that the trend of subsidy will 
be upward for the next several years beyond fiscal 1960 but, thereafter, subject 
to the numerous variable factors which cannot be predicted accurately today, 
this trend should be reversed. 

Helicopter operators.—Of the current $61 million annual subsidy bill for fiscal 
1960 the remaining $12 million is distributed between the helicopter operators 
and the carriers serving within and to Alaska. The helicopter operators cur- 
rently require approximately $5 million of subsidy. This is a highly experi- 
mental field which makes a direct contribution to the national defense and the 
public interest. The current type helicopters are costly to operate, but it is 
hoped that technological advances and the experience gained by their operation 
will lead eventually to production of a more economical aircraft. Until such 
time as a more economical helicopter type can be produced, it is the stated policy 
of the Board to maintain the certificated helicopter experiment in approximately 
its present framework. Increases in costs and the introduction of more advanced 
helicopters will tend to raise the bill modestly from year to year. However. 
there is no current intention to certificate additional helicopter services. The 
state of the art has been improving, but a larger type helicopter with an econom- 
ically sound potential is not yet in production for commercial purposes. When 
it is produced and introduced in commercial operations, we believe there will 





yuld 
tion 
ings 
rtifi- 

the 
y on 
aller 
Ss be 


en d- 
ould 
sidy- 

will 
bject 
day, 


fiseal 
ators 

cur- 
‘peri- 
1 the 
it is 
ation 
such 
yolicy 
ately 
inced 
yever, 

The 
ynom- 
When 
e will 


AIR TRANSPORTATION FOR OTHER THAN AIR MAIL 193 


be a bulge in the subsidy, followed by a reversal of the trend. It is too early 
to tell when this will take place, but we believe that it will occur some time in 
the early 1960’s. 

Hawaiian and Alaskan carriers.—The two carriers operating within Hawaii 
have had successive periods wherein they were subsidized, then subsidy free, 
and now again appear to be on the verge of self-sufficiency. The two carriers 
have claims pending for subsidy for a limited period in fiscal 1958 and for the 
fiscal year 1959, but such claims are apparently based on a nonrecurring factor 
which should not be present in succeeding fiscal years. Accordingly, at this time 
it is not anticipated that subsidy will be required for services within Hawaii. 

The intra-Alaska and States-Alaska operators are estimated to require about 
$7 million of subsidy per annum. As regards these services, it is clear that the 
transportation within and to and from Alaska provided by these carriers is 
vital to the national defense. Without air transportation, communication in 
many instances would not exist. The subsidy for these services has ranged 
between $5 and $8 million for the past 6 to 7 years. Although we cannot predict 
that the subsidy will be eliminated completely during the next decade, we believe 
that the trend will be downward for a number of reasons. The Board is com- 
pleting the Intra-Alaska Route case in which it is considering the realignment 
of the service within Alaska in order to make it more economical. The Board 
is also investigating the possibility of a reduction in the number of carriers 
participating in the States-Alaska market with the goal of retaining adequate 
and efficient service but obviating any unwarranted operations, and accordingly 
decreasing the subsidy. In addition, in accordance with its practice of per- 
mitting flexibility in fares for subsidized carriers, the Board has recently 
allowed significant increases in the passenger rates to and from, and within, 
Alaska; and these increases should help to move the subsidy downward. 

Long-range subsidy program.—Consistent with the Board’s philosophy of 
deriving the maximum benefit from subsidy payments, the Board has evolved a 
threefold program that is being implemented as rapidly as possible. 

The first part of the program involves the reequipment of these carriers with 
more modern aircraft than the present fleets, since it appears that with the 
present equipment such carriers would be doomed to a subsidy status. In this 
connection the Board sponsored the recently enacted guaranteed loan legislation 
and a number of carriers have already taken advantage of the opportunity to 
reequip, and thus provide improved public service. 

It is believed that, while the new equipment will initially require more sub- 
sidy, in the long run it will reduce the subsidy requirements of these carriers. 

While normal traffic growth and the traffic stimulation created by the equip- 
ment itself may accomplish this result, the strengthening of the route structures 
discussed below is an essential element which in many cases may spell the 
difference between success and failure in integrating the modern equipment on a 
sound financial basis. 

Another aspect of the program involves the strengthening of the route struc- 
tures. This may be possible by means such as the addition of longer haul and 
more dense routes and the elimination of weaker points and segments after a 
reasonable trial period of operation. An important facet of this part of the 
program is a complete review of the route conditions in current route certificates 
for the purpose of modifying restrictions not essential to the development of a 
sound local service system unless some other public purpose is served by the 
restrictions. The greater operating flexibility which modification of these re- 
strictions will permit should be a significant factor in the long-range subsidy 
requirements of these carriers. 

The third part of the program involves a review of the mail ratemaking ma- 
chinery for the express purpose of devising an approach which will have the 
dual effect of providing a greater degree of incentive on the part of the carriers 
and at the same time give the Board more effective control of the subsidy 
dollar. It is our hope that the subsidy picture can be improved if the carriers 
are given properly designed incentives to maximize revenues and minimize costs. 

In the light of the fact that each of these programs is interrelated and each 
in a different stage of implementation, it is not possible to assess the effect of the 
entire program at this time. It is reasonably certain, however, as all of these 
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forces are brought to bear on the problem, that the subsidy requirements will 


be maintained at the lowest level consistent with the requirements of the public 
convenience and necessity. 


Taste No. 1.—U.S. certificated air carriers—Comparative summary of volume of 


mail, service mail pay, and subsidy estimates for operations during the fiscat 
years 1951-60 


[In thousands] 


Mail Service mail Total service 
(ton-miles) pay Subsidy mail pay 
and subsidy 


$114, 301 

5 115, 310 

, 120, 570 

. 119, 072 
71 101, 166 

. 768 104, 814 
44, 579 109, 642 
48, 311 116, 561 
51, 331 124, 271 
1 57, 286 1135, 092 


1 Including the $4,500,000 additional subsidy estimated for the local service group of carriers, referred to 


at page 3 of the text, the total estimated subsidy for the industry for fiscal year 1960 is $61,786,000, and the total 
service mail pay and subsidy is $139,592,000. 
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APPENDIX No. 


Name of carrier 


Domestic trunklines: 
American -- 
Braniff__. 
Capital _-- 
Colonial 
Continental 
Delt@ecsas~s 
Eastern. 
National 
Northeast_- 
Northwest 
Trans World 
United 
Western 


Total. 


Local service carriers: 
Allezheny-.--- 
Bonanza. --..---- 
Contral........- 
Frontier 

Lake Central... 
Molawte eas 
North Central 
Ozark 
Pacific (Southwest). ................. ‘ 
Piedmont. < 
Continental (Pioneer). 
Southern Z _ 
Trans-Texas_____ 
West Coast 
Wiggins 


Total 


Helicopters: 
Chicago .. 
Los Angeles 
New York 


Total 
All-cargo carriers: 


AAXICO___- 
—— Tiger- 


aska operations: 
sitio dsine cnchieinsn apaiienbn ean 
acific Northern. .....-.. 
Pan American, Alaska 


Total 
Intra-Alaska operations: 


BR APES 6 incininiicniainiinginen aaa 
‘Ais aska Coastal... 


Hawaiian operations: 
Hawaiian 
Trans-Pacific 


Total 


See footnotes at end of table. 


FOR OTHER THAN 


{In thousands] 


"$733 | 


1954 


1955 


| 
| 
| 
| 
| 


~ $674 
518 } 
761 | 
ER 
1,868 | 1,784 | 


409 | 


| 
1956 | 


"$368 


1957 


1958 


AIR MAIL 


1959 
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I.—Estimated subsidy accruing, by carrier, fiscal years 1954-60 





3, 880, | 3,054 | 


| 24, 636 | 


2, 300 
1, 182 
2, 191 
2, 478 
1, 361 
1, 138 
1, 375 
2, 248 
1, 508 
1, 676 


2, 215 
2) 482 

404 
2, 136 
2, 881 
1, 928 


28, 646 





441 
848 
1, 437 


74 
941 
1, 759 


1, 394 
942 
1, 852 


| 33,340 | 36,7 








2, 726 


4, 188 | 


2, 458 
3.097 
4, 61fi 
1, 995 
2, 129 
6, 036 
6, 216 
3, 162 


2, 939 
3, 116 








979 | 
? , 243 | 
1, 371 | 


821 
2, 075 
1, 336 


1,319 
1, 466 











Kc: 503 | 


| 
909 


3at | 


54 | 


254 | 

O44 

340 
57 


1,075 





4,314 


443} 249 | 
241} 51 | 
689 | ~ 293. 


4, 232 


748 
339 

50 
279 
239 
715 
294 | 

35 | 


690 | 


3, 389 





290 | 


748 
354 
(3) 
2f4 
257 


2, a19 if 








1, 023 | 


4, 472 


1, 101 | 

345 
3) | 
391 | 
443 | 
647 
613 


1, 068 
336 

@) 
383 
438 
630 
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AppreNbDIx No. I.—Estimated subsidy accruing, by carrier, fiscal years 1954-60 — 
Continued 


{In thousands] 





Name of carrier 1954 1955 1956 1957 1958 


Transatlantic operation: 
Pan American, Atlantic.......-...-.- ----| $1,625 
Trans-W orld 











Transpacific operations: 
NI a snsonsnscians ican cles cp oat abenicds 2, 249 
Pan American, Pacific 4, 554 
United (Hawaiian) 











Caribbean Atlantic. --.-.-- 
Colonial 


Pan American, LAD. 
Western 








Total, domestic ‘ 34, 480 | 40,381 
Total, all other f 10,099 | 7,930 


Total, all carriers 44, 579 | 48, 311 














1 Merged with Eastern June 1, 1956. 

3 Including the $4,500,009 additional subsidy estimated for the local service group of carriers, referred to 
Pe < = the test, the subsidy for this group of carriers amounts to $48,958,000, and the industry total to 

3 Merged with Wien July 9, 1956. 

4 Reflects final system rate for Pan American effective Jan. 1, 1955. Although all divisions of the company 
were affected, only in the Pacific division a negative amount of subsidy resulted. 
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ApPENDIX No. IIl.—Estimated service mail pay accruing, by carriers, fiscal years 
1954-60 


[In thousands] 


Name of carrier 








Domestic trunklines: 








Frontier 
Lake Central. 


Ozark 
Pac 


Continental (Pioneer) 
Southern 
Trans-Texas 


Wiggins. 








Helicopter: 


Los Angeles 
New York 














States-Alaska operations: 
Alaska Airlines 
Pacific Northern 








Intra-Alaska operations: 
Alaska Airlines 
Alaska Coastal 
Byers 
Cordova 
Ellis 
Northern Consolidated _..- 
Pacific Northern... -.-.-. 


570 
2,312) 2,477 


Hawaiian operations: 
Hawaiian _- . 45 S 
Trans-Pacific 10 


60 








See footnotes at end of table. 
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APPENDIX No. II.—EHstimated service mail pay accruing, by carriers, fiscal years 


Name of carrier 


Transatlantic operations: 
Pan American, Atlantic 
Trans World_- ‘ 


Total 


Transpacific operations: 
Northwest. 
Pan American, Pacific 
United (Hawaiian) 


Latin American operations: 
American --- 
Braniff. 
Caribbean Atlantic 
ld ie ea ae aire es 
Delta...... 
Eastern __-- 
National __- 
Panagra 
Pan American, LAD--_..-- 
Western 


Total, domestic 
Total, all other 


1 Merged with Eastern June 1, 1956. 


2 Consolidated with trunkline. 
3% Merged with Wien July 9, 1956. 


ApPENDIXx No. III.— Estimated service mail pay and subsidy accruing, by carrier, 


Name of carrier 


1954-60—Continued 


[In thousands] 


1955 


$5, 043 
4,177 


12, 361 


$7, 239 
5, 122 


5, 752 
5, 586 


388 


$7, 629 
5, 675 
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1959 
| 
$8, 289 | 
6, 136 | 
14, 425 | 


6. 583 
5, 849 
505 


1960 


$8, 887 
6, 55 





11, 726 


12, 937 3, 712 











50 
123 











39, 189, 
33, 751 











fiscal years 1954-60 


[In thousands] 














1954 1955 1956 





Domestic trunklines: 
American 
Braniff 


Colonial 
Continental 
Delta 
Eastern __- 
National 
Northeast 
Northwest 
Trans World 
United 
Western 


Total. 


Local service carriers: 
Allegheny 
ae 
Central 
Frontier- 
Lake Central_- 
Mohawk 


NE ee wire 


Ozark__ Seccaicaiehaterd 
Pacifie (S« puthwest)------ aacere 
Piedmont_.--- 

Continental (Pioneer) 
Southern 

Trans-Texas-_-_.. 

West Coast 

Wiggins 


See footnotes at end of table. 


$5,632 | $6, 540 
1, 620 983 
1, 264 | 1,175 
499 459 
515 344 
1,425 | 1,414 
3, 587 | 3,837 
975 990 
1,911 | 1,604 
1,433 | 1,647 
4,659 | 4,250 
8,377 | 8,772 
812 722 


1957 


$6, 889 


1958 


$6, 667 
1, 433 
2) 225 

(4) 

548 
1,740 
4, 334 

983 
3, 200 
1, 738 
4, 391 
9, 642 

740 





72, 940 


1959 


$7, 200 
1, 535 
2, 412 

(@) 

588 
1, 863 
4, 638 
1,049 
1, 600 
1, 864 
4,713 





Q &% awd 32, 737 


1,959 | 2,391 

857 1, 215 
2,035 | 2,232 
2,685 | 2,594 
1, 491 1,399 

717 1, 188 
1,972 | 1,554 
1,823 | 2,343 
1, 039 1, 596 
1, 923 1, 780 
1,332 | 1,226 
1, 830 1, 833 
2,637 | 2,679 








25, 541 


23, 944 


25, 785 


2, 665 
1,215 
2, 421 
2, 649 
1, 482 
2, 022 
2,019 
2, 821 
2, 326 
2, 583 

484 
2, 231 
3, 001 
1,973 


34, 597 








ore | 
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AppeNnpIx No. III.—Hstimated service mail pay and subsidy accruing, by carrier, 
jiseal years 1954-60—Continued 


[In thousands] 


Name of carrier f 55 | 5 1957 1958 


Helicopters: 

“Chi $509 |  $4s $515 | $950 
Los Angeles... 4 826 | 96: 976 1, 064 
New York 4 » 562 } 1,472 A 470 1, 800 


is date sda ceetmbscnieentbeteda 


All-cargo carriers: 
AAXICO 








States-Alaska operations: | 
I I a a chin adm penance aia 1, 297 1, 096 
Pacific Northern 1, 362 1, 579 
Pan American-Alaska 1,569 | 1,548 

| 


4,228 | 4, 223 








Intra-Alaska operations: 
I et cachet sa Sib cedh mpeeg gickte om 1, 42 26 
Alaska Coastal 
a 
Cordova... -- 
et eben een momma 
Northern Consolidated 
Pe acific Northern 














Haw aiian operations: 





T rans- Pacific 





Total 








Transatlantic operations: 
Pan American, Atlantic 
Trans World 











Transpacific operations: 
Northwest. - - 
Pan American, Pacific- 
United (Hawaiian) 


Total 





Latin American operations: | 

American s 5 | g 52 
Braniff --| 2,806 , 495 \é , 199 Ss 954 
Caribbean Atlantic ¢ § 24 26 30 
Colonial z 56 | Q) 

BNR. cccicedcen aa, Q 5 53 q 5 63 
Eastern 36 | 06 206 79 
TASER Od. Sa wh hil ek deliadaeded 26 33 | | 40 : f 46 
Panagra.. 2, 502 \ 376 469 5k: 5e 549 
Pan American, LAD -| 13,172 | 6,848 | 3,683 » 2a 4 2, 366 
Western 














Total ‘ 19,214 | 11,863 | 8,759 | 5,732 | 








1 | 61, 667 | 69.422 | 76,980 | 81,985 | 91, 259 
Total all other_------..-------. siienaes "308 | 41,580 | 43,147 | 40,220 | 39,581 | 42,286 | 43, 833 


Total all cc ie 072 101, 166 | 104, 814 |109, 642 116, 561 1124, 271 3135, 092 
| ! l \ { 











! Merged with Eastern, June 1, 1956. 

2 Consolidated with trunkline. 

? Including the $4,500,000 additional subsidy estimated for the local service group of carriers, referred to 
at p. 3 of the text, the total estimated service mail pay and subsidy for this group of carriers amounts to 
$50,400,000 and the industry total to $139,592,000. 

* Merged with Wien, July 9, 1956. 

§ Reflects final svstem rate for Pan American effective Jan. 1, 1955. Although all divisions of the com- 
pany were affected, only in the Pacific Division a negative amount of subsidy resulted. 
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APPENDIX No. IV.—Average service rates per ton-mile for transportation of air- 
mail, by carrier, fiscal years 1954-60 


{In cents] 
Name of carrier 19541 | 19551 | 19561 | 19572 | 19582 | 19592 | 19692 


Domestic trunklines: ns 

. oh. 87 
43. 65 i 43. 64 
45.43 | 45. 45.42 

@) ) (3) 

47.79 : 47. 80 
42. 32 . 42. 31 
41.74 ; 41.74 
41.10 : 41.09 
50. 18 ; 50. 08 
37. 36 os! 37.40 
40.71 . 40. 82 
36. 10 B. 36.13 
42. 37 . 42.40 


101. 87 4 102. 44 
93. 94 3 92. 11 
100. 00 . 13 100. 00 
Frontier , ’ ‘i ‘ , . 74.19 

Lake Central_ : 257. b ; 133. 33 

Mohawk. --- : b L . . 89. 39 

North Central - . ‘ s s 110. 05 

Ozark _- 98. 


Colonial 
Continental 


Spts.3s8 
FESS 289 


National 
Northeast 
Noerdliwest... ......0.22+--- 


ESRSE 
s2e8 


Western 
Local service carriers: 
PIG oc Sikse ec maiice 


SSs8 sees 


SESS SRBSES 


~ 


119. 51 


‘ ‘ ‘ i t b 256. 52 
Los Angeles 5 57. \ hs L 258. 00 
. 257. 89 


Helicopters: 


All-cargo carriers: 
AAXICO 
Flying Tiger. - 
eG nak 
Slick. 
States-Alaska operations: — 
Alaska Airlines 
Pacific Northern--__--- 
Pan American, Alaska 
Intra-Alaska operations: 
DEI BB Sits se cicecades: awcaxcwnes 
Alaska Coastal_. 


39. 13 
36. 04 
42. 06 


47. 27 
47.29 
47.09 


An PPP a 
ANN Soy 


129. 61 h 
251.02 | 249.06 
(8) (5) 
247.73 | 248.94 
250.00 | 250.00 
129.29 | 129.25 
129.96 | 129.81 
124.60 | 124.91 
128.19 | 128.38 


80. 36 80.00 
76. 92 78. 57 


53. 55 53. 54 
53. 63 53. 63 


moe erp woe 


ee BESEEE.88 
SS 88 $88888 88 S88 SSEs 


Hewaltan operations: 
Hawaiian 
Trans-Pacific. 

Transatlantic operations: 
Pan American, Atlantic 


BB 
ss 
BS 


Transpacific operations: 
Northwest 
Pan American, Pacific 
United (Hawaiian) 
Latin American operations: 
American 
Braniff 2 
Caribbean Atlantic. ....................- 
Colonial - 


46. 37 46. 36 
48. 28 48. 24 
32. 81 32. 83 


SER 


36. 76 37.14 
59.42 | 59.62 
136. 36 
66 32 
36. 24 
36. 22 
‘ t 5 : 5. 65. 28 
Pan American, LAD al 2. SE ‘ 4 ; ‘ Ef 48. 20 
Western. . is 


BRABSSE BRS 
pRSSsz 


aS 
33 





1 The average service mail rates are obtained by dividing the service mail pay by the airmail ton-miles 
carried, exclusive of nonpriority mail. 

2 The service rates are those utilized by the Post Office Department in preparing estimates of service 
mail pay. 

3 Merged with Eastern June 1, 1956. 

4 Consolidated with trunkline. 

5 Merged with Wien July 9, 1956. 





Li 


ervice 
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ApPeNnDIx No. V.—Airmail ton-miles, by carrier, fiscag years 1954-60 


{In thousands] 


Name of carrier 1954 1955 





—_—_— 


Domestic trunklines: 
American 5, b 16, 357 7, 18, 282 
Braniff : , Bf 2, 005 g ; 3, 518 
Capital , 97 1, 754 , 67 . 4, 316 
Colonial - ¥ 15 145 ( (4) 
Continental 5 672 1, 190 
Delta b 3, 093 d 4, 167 
Eastern 7: f 8, 476 5 9, 895 
National 5 71§ 1, = ) 1,770 
Northeast 1 583 
Northwest i ‘i 4, 385 e 4, 841 
Trans World “ . 10, 901 ,37 i 10, 707 

Jni : j 22, 442 j ; 26, 418 

Western 6 7 1,301 » 95 . 1,517 





73, 395 87, 204 








Local service carriers: 
Allegheny 78 107 114 
Bonanza 28 33 35 
Central d 36 d 44 47 

5 111 124 133 
27 36 39 
49 7 66 70 

189 | 203 

k 115 124 

Pacific —— f 91 97 

Piedmon J ¢ 95 102 

bectinental (Pioneer) .... ‘ @) 

Southern * 5 , 102 

Trans-Texas-.-.. 3 d 139 

West Coast 3 

Wiggins 

















Helicopters: 


Los Angeles... 
New York 














369 | 





8tates-Alacka operetions: | 
Alaska Airlines 8 2: 278 | 275 298 
acifie Northern__- 5 674 705 815 | 1,034 | 1, 107 
Pan American, Alaska 31 | 378 | 440 | 436 | 412 | 441 








Total } 1,358 | 1,300] 1,374 | 


Intra-Alaska operations: 
Al ska PR NI incr ca carksdaabgegee wach an sa fg lahat f 2 311 
i y 50 | 





Cordova_- 
Ellis. - 
Northern Consolidated 
Paciie Northern 




















1, 688 1, 807 





See footnotes at end of table. 
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APPENDIX No. V.—Airmail ton-miles, by carrier, fiscal years 1954-60—Continued 


[In thousands] 





Name of carrier 1954 1955 1956 | 1957 


Transatlantic operations: 
Pan American, Atlantic | 7,689 | 9,324 | 11,682 | 13,515 | 14,248 | 15, 420 
Trans World | 5,982 | 7,605 | 9424] 9,573 | 10.580} 11.441 


16, 829 | 21.106 | 23,088 | 24,828 | 26,921 | 25 





Transpacific operations: 
Northwest 6,742 | 11,839 | 12,411 | 13,261 | 14, 198 
Pan American. Pacific. -- 14,083 | 12,523 | 11,627 | 11,657 | 12,115 
United (Hawaiian) 1, 193 1, 304 1, 163 1, 431 1, 539 





Total 25, 666 26,349 | 27,852 | 29, 


Latin American operations: | 
American 120 136 
Braniff | s 333 207 | 
Caribbean Atlantic Samrat 13 20 | 
Colonial eet aaa 8 (4) 
Delta 2 92 4 92 | 

817 211 

National............- 122 

RRR SS 5 812 

Pan meeerieen, BAD os. .s-tsecnncucy % 5 4, 762 | 

innit neapnnnaceckerennate yaatcte < 





MR eect rnd ap de esandhaeeaeees -| f 6, 362 


MINER, onus Soansnascotennduhe | 70, 854 | 71,143 | 74, 586 2 2, 987 88, 911 | 95 
Total, all other. | 30,513 | 47,031 | 55, 593 7, 64, 613 























Total, all carriers 101, 367 |118, 174 |130, 179 143, 574 |153, 524 


! Merged with Eastern June 1, 1956. 
2 Consolidated with trunkline. 

3 Less than 500 ton-miles. 

4 Merged with Wien July 9, 1956. 
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ApreNDIx No. VI.—Nonpriority mail ton-miles, by air carrier, fiscal years 1954-60 
{In thousands] 


Name of carrier 5 1955 1956 





2, 190 
1, 534 
391 
Eastern... 
National --- 
Northeast... 
Northwest. -_.-.---.-- 
Trans World 


Western 





Total 





Local service carriers: 
Allegheny 
Bonanza_-__---- 
Central 
Frontier- 

Lake Central_. 





enw 


iw] 


Pacific (Southwest) _.-- 

Piedmont 

Continental (Pioneer) __ 

Southern... 

Trans-Tex 

RE NES ok iin snciminahawneatinnede 


in 


Total 

















Hawaiian carriers: 
Hawaiian 








13, 362 | 15,114 | 16,083 | 17,070 “18,096 | 19, 182 

















: Includes mail carried during emergency, at 28.50 cents per ton-mile, 
3 Emergency mail carried, at 28.50 cents per ton-mile. 

* Less than 500 ton-miles. 

4 Consolidated with trunkline. 


x 








